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L A ‘7 B O Y Katherine A. Eade

Deputy General Counsel
Il N C OR P OWIRATE D katherine.eade@la-z-boy.com

January 18, 2019

Kim Muratore, Case Developer (SFD-7-5)
U.S. EPA, Region 9

75 Hawthorne Street

San Francisco, CA 94105

Re:  CERCLA Section 104(e) Information Request Letter
Orange County North Basin Study Area, Orange County, California

Dear Ms. Muratore:

This letter is in response to the above information request sent to Kurt L. Darrow, CEO and President of
La-Z-Boy Incorporated.

Preface

La-Z-Boy Incorporated (“La-Z-Boy”) has no information regarding, or connection with, a California
corporation known as Daystrom Furniture Corporation, Daystrom Balboa Corporation or Daystrom
Pacific Corporation. La-Z-Boy does have knowledge of Daystrom Furniture, Inc., a Texas corporation,
which in 1981 sold its assets to LADD Furniture, Inc. (“LADD?”). Such assets, however, included no
real property in the state of California.

Upon acquisition of LADD in 1999, La-Z-Boy was provided with the company’s archived records,
which reflected that it had entered into two Asset Sale Agreements in a combined closing held on
September 18, 1981 — one with Daystrom Furniture, Inc., a Texas corporation (hereafter “Daystrom
Texas”) and the other with Sperry and Hutchinson Furniture, Inc., a Virginia corporation. (See Exhibit
Preface-1: Asset Sale Agreement with Daystrom, and Exhibit Preface-2: Asset Sale Agreement with
Sperry and Hutchinson Furniture.) Neither agreement mentions property located in Fullerton, California.
More specifically, within the closing volumes are deeds conveying various parcels located in North
Carolina, Virginia and Tennessee, as well as timber deeds for locations in North Carolina and Virginia.
(See Exhibit Preface-3: Closing Agenda and Listing of Documents, p. 8.) Further, only one of the
parcels conveyed (Halifax County, Virginia) was owned by Daystrom Texas. Again, there are no deeds
in the closing volumes conveying any property in the state of California.

Following are La-Z-Boy’s responses to the enumerated questions:
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2. La-Z-Boy is unable to provide any information in response to question 2, as it has no record of
ownership by Daystrom Texas or LADD of a facility in Fullerton, California.

3. La-Z-Boy is unable to provide any information in response to question 3, as it has no record of
ownership by Daystrom Texas or LADD of a facility in Fullerton, California.

4. La-Z-Boy is unable to provide any information in response to question 4, as it has no record of
ownership by Daystrom Texas or LADD of a facility in Fullerton, California.

5. Corporate relationships:

A. Daystrom Texas sold its assets to LADD.
e All of the stock of Daystrom Texas was owned by: S&H of Delaware, a
Delaware corporation.
e All of the stock of S&H of Delaware was owned by: Sperry & Hutchinson
Fumiture Holdings, Inc., a Delaware corporation.
e All of the stock of Sperry & Hutchinson Furniture Holdings, Inc. was owned by:
Sperry & Hutchinson Company, a New Jersey corporation.

B. La-Z-Boy has found nothing in the LADD records regarding an entity named “Daystrom,
Incorporated,” a New Jersey corporation.

C. La-Z-Boy has found nothing in the LADD records regarding an entity named “Daystrom,
Incorporated,” a Texas corporation. However, “Daystrom Furniture, Inc.” a Texas
corporation, as mentioned above, was the seller of certain assets to LADD Furniture, Inc.

D. La-Z-Boy has found nothing in the LADD records regarding an entity named
“Schlumberger Limited.”

E. La-Z-Boy acquired all of the stock of LADD on September 28, 1999, through a merger
between LADD and La-Z-Boy’s subsidiary, LZB Acquisition Corp. (See Exhibit 5.E-1.)
Thereafter, the subsidiary underwent two name changes, first, to La-Z-Boy Greensboro,
Inc., and thereafter, to La-Z-Boy Casegoods, Inc.
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6. La-Z-Boy is unable to provide any information in response to question 6, as it has no record of
transactions involving the business or assets of Daystrom Furniture, a California corporation.

7. La-Z-Boy is unable to provide any information in response to question 7, as it has no record of
transactions involving the business or assets or transfer of liabilities of Daystrom Furniture, a
California corporation.

8. La-Z-Boy is unable to provide any information in response to question 8, as it has no record of
transactions involving the business or assets or transfer of liabilities of Daystrom, Incorporated, a
New Jersey corporation.

9. La-Z-Boy did not acquire any assets or assume any liabilities of Daystrom Fumniture, a California
corporation, as part of its acquisition of LADD Furniture, Inc. in 1999. Further, La-Z-Boy can
find nothing in the LADD archived records regarding any transaction between LADD and
Daystrom Furniture, a California corporation.

10. La-Z-Boy is unable to provide any information in response to question 10, as it has no record of
ownership by Daystrom Texas or LADD of a facility in Fullerton, California.
Sincerely,
Katherine Eade
KE/s -

Encs.




EXHIBIT “Preface-1”
ASSET SALE AGREEMENT
between
Daystrom Furniture, Inc., a Texas Corporation (“Seller”)
and

LADD FURNITURE, INC., a North Carolina Corporation (“Purchaser”)





































































EXHIBIT “Preface-2"
ASSET SALE AGREEMENT
between
Sperry and Hutchinson Furniture, Inc., a Virginia Corporation (“Seller”)
and

LADD FURNITURE, INC., a North Carolina Corporation (“Purchaser”)



































































EXHIBIT “Preface-3”
CLOSING AGENDA AND LISTING OF DOCUMENTS
Acquisition of Principal Assets of
Sperry and Hutchinson Furniture, Inc. and Daystrom Furniture, Inc.
by

LADD FURNITURE, INC.





































EXHIBIT “Question 5.E-1”

ARTICLES OF MERGER OF

LZB ACQUISITION CORP.
into

LADD FURNITURE, INC.
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INTO }
LADD FURNITURE, INC.

LADD Furmiture, Inc., a corporation organized under 1hc laws of the State of North
Carolina (the “Surviving Corporation™), hereby submits these Af‘ucles of Merger for the purpose
of merging LZB Acquisition Corp., a corporation orgamzed -'undcr the laws of the State of
Michigan, into the Surviving Corporation (the “Merger” 7

L The Agreement and Plan of Merger attached hereto as Exhibit A was duly
approved in the manner prescribed by law by the sharcholdlyrs of each of the corporations
participating in the Merger. i

IL The Merger is permitted by the laws of thtzL State of Michigan and LZB
Acquisition Corp. shall comply with the applicable laws of the § itate of Michigan in effecting the

.I

Merger. 1
1L The Merger will become effective at 11:59 o’fclpck” P.M. on the 29th day of

~January, 2000 s "11

This the Zf’iday of , 2000. ;
|1

LADD FURNITURE, INf"

: . in, Jr.
Title: President and Chief Executive 0@

WINLIBO01:786338.01
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EXHIBIT A

Execution Copy

;
l
AGREEMENT AND PLAN OF IVIERG?EJR
dated as of
September 28, 1999
among

LADD FURNITURE, INC,

and ;

LA-Z-BOY INCORPORATED |
i

and i

LZB ACQUISITION CORP. |

el
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AGREEMENT AND PLAN OF MERG:ER

AGREEMENT AND PLAN OF MERGER dated as of Se?_obember 28, 1999 among LADD
FURNITURE, INC., a North Carolina corporation (the “Company”), L.A-Z-BOY INCORPORATED, a
Michigan corporation (“Acquiror”), and LZB ACQUISITION Cd}RP., a newly-formed Michigan
corporation and a wholly-owned first-tier subsidiary of Acquiror (“Merger Subsidiary™).

Y

WHEREAS, the respective Boards of Directors of Acquiror, Merger Subsidiary and the Company
have approved this Agreement, and deem it advisable and in the [best interests of their respective
stockholders to’consummate the therger of Merger Subsidiary with and into the Company on the terms
and conditions set forth herein; ) ,

WHEREAS, for United States federal income tax purposerj, it is intended that the Merger
contemplated by this Agreement qualify as a “reorganization” within the meaning of Section 368 of the
Internal Revenue Code of 1986, as amended (the “Code’™), and the [ules and repulations promulgated

thereunder; i

I
Iy
NOW, THEREFORE, in consideration of the promises a}}d the respective representations,

warranties, covenants, and agreements set forth herein, the parties hereko agree as follows:
. ' ;

ARTICLE 1
THE MERGER

1
4
g
I

SECTION 1.01. The Merger- (a) At the Effective Time, Mex‘;ger Subsidiary shall be merged (the
“Merger”) with and into the Company in accordance with the requiréments of the laws of the States of
North Carolina and Michigan, whereupon the separate existence of Merger Subsidiary shall cease, and the
Company‘shail be the surviving corporation in the Merger (the “Survi'f;ing Corporation™).

|

(b} As soon as practicable after satisfaction or, to the exteut,{_i penmnitted hereunder, waiver of all
conditions to the Merger, the Company and Merger Subsidiary will file a certificate of merger with the

) S— appmpn'atefoﬁﬁeialsfa.ndfofﬁces~o£~the‘~'States>“ovaortbTf@amlina“and‘*ljv’i‘ichigah*"and ‘make-allotliér filings”
or recordings required by law in connection with the Merger. The Merger shall become effective at such
time as the certificate of merger is duly filed or at such later time las is specified in the certificate of
merger (the “Effective Time™).

i

(c) From and after the Effective Time, the Surviving Corpgnration shall possess all the rights,
privileges, powers and franchises and be subject to all of the restridtions, disabilities and duties of the

Company and Merger Subsidiary, all as provided under applicable law.

(d) The closing of the Merger (the “Closing”) shall takel',! place (i) at the offices of Miller,
Canfield, Paddock and Stone, P.L.C., 150 West Jefferson, Suvite 2@00, Detroit, Michigan, as soon as
practicable, but in any event within three business days after the daJ,’ on which the last to be fulfilled or
waived of the conditions set forth in Article 8 (other than those conflitions that by their nature are to be
fulfilled at the Closing, but subject to the fulfiflment or waiver of duch conditions) shall be fulfilled or
waived in accordance with this Agreement or (ii) at such other place ind time or on such other date as the
Company and Acquiror may agree in writing (the “Closing Datc”). p
i

SECTION 1.02. Conversion of Shares. (2) At the Effective Time by virtue of the Merger and
without any action ot the part of the holder thereof: i

DELIB:2093426.121051344-00001 : {
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(i) each share of common stock, par value $0.30 phr share, of the Company (the
“Shares”) held by the Company as treasury stock or owned by Acquiror or any subsidiary of
Acquiror immediately prior to the Effective Time shall be casceled, and no payment shall be

f

made with respect thereto; i
' !

(ii) each share of common stock of Merger Subsidiary fbutstanding immediately prior to
the Effective Time shall be converted into and become onelshare of common stock of the
Surviving Corporation with the same rights, powers and privileges as the shares so converted and

shall constitute the only outstanding shares of capital stock of the'l'a Surviving Corporation;

(iii) each Share outstanding immediately prior to thel[Effective Time shall, except as
* otherwise provided in Section 1.02(a)(i), and except for thosg'; shares as to which the holders
thereof bad propetly exercised dissemters’ rights under applicable North Carolina law (the
“Dissenters’ Shares™), be converted into the right to receive 1.78 (the “Exchange Ratio®) shares
of fui!y paid and nonassessable common stock, $1.00 par valuc,giof Acquiror (“Acquiror Common
Stock™). 1

o .(b) All Acquiror Common Stock issued as provided in this Section 1.02 shall be of the same class
and shall have the same terms as the currently outstanding Acquiror Coymon Stock.

13

(c) From and after the Effective Time, all Shares converged in accordance with Section
1.02(a)(iii) shall po longer be outstanding and shall automatically be cahceled and retired and shall cease
to exist, and each holder of a certificate representing any such Shares shall cease to have any rights with
respect thereto, except the right to receive the Merger Consideration T‘as defined below), as applicable,
and any dividends payable pursuant to Section 1.03(f) and except thatithe holders of Dissenters’ Shares
shall have such rights as they may be entitled to under applicable Nort Carolina law. From and afier the
Effective Time, all certificates representing the common stock of Merger Subsidiary shall be deemed for
all purposes to represent the number of shares of common stock of the i;;Suwiving Corporation into which
they were converted in accordance with Section 1.02(a)(ii). oo

—a

holder of Shares (together with cash in lieu of fractional shares of Acduiror Common Stack as specified
below) is refetred to herein as the “Merger Consideration.” f

!

(e) For purposes of this Agreement, the word “Subsidiary” whén used with respect to any Person
means any other Person, whether incorporated or unincorporated, of vﬁhich (i) more than fifty percent of
the securities or other ownership interests or (ii) securities or othet interests having by their terms
ordinary voting power to elect more than fifty percent of the boardjof directors or others performing
similar functions with respect to such corporation or other organization; is directly owned or controlled by
such Person or by any one or more of its Subsidiaries. For purposes df this Agreement, “Person” means
an individual, a corporation, a limited liability company, a partnership,jan association, a trust or any other
entity or organization, including a government or potitical subdivisiogb or any agency or instrumentality

thereof. - 1

. 1
SECTION 1.03. Surrender and Payment. (a) Prior to uie Effective Time, Acquiror shall
appoint an agent reasonably acceptable to the Company (the “Exchange Agent”) for the purpose of
exchanging certificates representing Shares (the “Certificates”) for te Merger Consideration. Acquiror
will make avaitable to the Exchange Agent, as needed, the Merger Cansideration to be paid in respect of
the Shares. Promptly after the Effective Time, Acquiror will send, off will cause the Exchange Agent to
send, to each holder of record at the Effective Time of Shares, a létter of transmittal for use in such

DELIB:2093426.12\051344-0000t 2 ki
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exchange (which shall specify that the delivery shall be effected, and rx'sk of loss and title shall pass, only
upon proper delivery of the Certificates to the Exchange Agent) ui' such form as the Company and
Acquireg may reasonably agree, for use in effecting delivery of Shares To the Exchange Agent.

({é) .Each holder of Shares that have been converted intd a right to receive the Merger
Considegation, upon surrender to the Exchange Agent of a Certificate, fogether with a properly completed
letter of transmittal, will be entitled to receive the Merger Consi(,‘!eraﬁon in respect of the Shares
represented by such Certificate, Until so surréndered, each such Certifigate shall, after the Effective Time,
represen_(_fqi- all purposes only the right to receive such Merger Considt:lraﬁon.

e i
(c) If any portion of the Merger Consideration is to be paid td' a Person other than the Person in
whose name the Certificate is registered, it shall be a condition to suth payment that the Certificate so
surrendered shall be properly endorsed or otherwise be in proper forfn for transfer and that the Person
requesting 'such payment shall pay to the Exchange Agent apy transfes or other taxes required as a result
of Sich payment to a Person other than the registered holder of stich Certificate or establish to the
satisfaction of the Exchange Agent that such tax has been paid or is no(fi-‘payable;

) (d) Afler the Effective Time, there shall be no further registration of transfers of Shares. If, after
the Effective Time, Certificates are presented to the Surviving Corpgration, they shall be canceled and
exchanged for the consideration provided for, and in accordance with the procedures set forth, in this
Article 1. i

(e) Any portion of the Merger Consideration made available jo the Exchange Agent pursuant to
Section 1.03(a) that remains unclaimed by the holders of Shares ane ygar after the Effective Time shall be
retuned to Acquiror, upon demand, and any such holder who has jnot exchanged his Shares for the
Merger Consideration in accordance with this Section prior to that {time shall thereafter look only to
Acquiror for payment of the Merger Consideration in respect of! his Shares. Notwithstanding the
foregoing, Acquiror shall not be liable to any holder of Shares for asly amount paid to a public official
pursuant to applicable abandoried property laws. Any amounts remainfng unclaimed by holders of Shares
three years after the Effective Time (or such earlier date immediately prior to such time as such amounts
would otherwise eschest to or become property of any governmental gntity) shall, to the extent permitted

by applicable law, become the property of Acquiror free and clear of dny claims or interest of any Person

- previously entitled thereto. i

ST

(D) No dividends or other distributions with respect to Acqgiiror Common Stock issued in the
Merger shall be paid to the holder of any unsurrendered Certificates until such Centificates are
surrendered as provided in this Section. Subject to the effect of applicdble laws, following such surrender,
there shall be paid, without interest, to the record holder of the Acquiror Common Stock issued in
exchange therefor (i) at the time of such surrender, all dividends and diher distributions payable in respect
of such Acquiror Common Stock with a récord date after the Effective Time and a payment date on or
prior to the date of such surrender and not previously paid and (ii) 4t the appropriate payment date, the
dividends or other distributions payable with respect to such Acquiro} Common Stock with a record date
after the Effective Time but with a payment date subsequent to such ducrender. For purposes of dividends
or other distributions in respect of Acquiror Common Stock, alt Ai@uimr Common Stock to be issued
pursuant to the Merger (but not options therefor issued pursuant to S rction 1.04 unless actuaily exercised
at the Effective Time) shall be entitled to dividends pursuant to the ifamediately preceding sentence as if
issued and outstanding as of the Effective Time. i

i

SECTION 1.04. Stock Options. (a) At the Effective Time, pach outstanding option to purchase

Shares (a “Company Stock Option”) granted under the Company’y plans identified in Schedule 1.04
(collectively, the “Company Stock Option Plans”), whether vesté'ld or not vested, shall be deemed

DELIB:2093426.12051344-00001 3 i

e a3 THEY ot s ) Al i M i e N e g S, S, et ol AR e« Lt K o |




01-27:00  15:15 FAX 338 607 75085 kiLPATRICK STOCK A013

!
]
assumed by Acquiror and shall thereafter be deemed to constitute an opﬁ;on to acquire, on the same terms
and conditions as were applicable under such Company Stock Option'(j prior to the Effective Time, the
nurnber (rounded up to the nearest whole number) of shares of Acquirér Common Stock determined by
multiplying (x) the oumber of Shares subjéct to such Company Stockk,‘Opticn irnmediately prior to the
Effective Time by (v) the Exchange Ratio, at a price per share of Acquirpr Common Stock (rounded up to
the nearest whole cent) equal to (A) the exercise price per Share otherv'ise purchasable pursuant to such
Company Stock Option divided by (B) the Exchange Ratio. In additior, prior to the Effective Time, the
Company will make any améndments to the terms of such stock dption or compensation plans or
arrangements that are necessary to give effect to the transactions coatemplated by this Section. The
Company represents that no consents are necessary to give effect to the fransactions contemplated by this
Section. T ) )

t

- . ;
‘=, (b) Acquiror shall take all corporate action necessary to reserve for issuance a sufficient number
of shares of Acquiror Common Stock for delivery pursuant to the terms et forth in this Section 1.04.

: (c) At the Effective Time, each award or account (including stou‘ik equivalents and stock units, but
excluding Company Stock Options) outstanding as of the date hereof (?Company Award™) that has been

" established, made or pranted under any emp:onee incentive or benefitiplans, programs or arrangements
and non-employee ditector plans maintained by the Company on or pno%‘ to the date hereof which provide
for grants of equity-based awards or equity-based accounts shall be amended or converted into a similar
instrument of Acquiror, in each case with such adjustments to the terms and conditions of such Company
Awards as are appropriate to preserve the value inherent in such Company Awards with no detrimental
cffects on the holders thereof. The other terms and conditions of each Company Award, and the plans or
agreements under which they were issued, shall continue to apply inlaccordance with their terms and
conditions, including any provisions for acceleration or vesting. The Company represents that there are no
Company Awards or Company Stock Options other than those rcﬂectedfin Section 3.05.

(d) At the Effective Time, Acquiror shall file with the Securiti 3s and Exchange Commission (the
“SEC™) a registration statement on an appropriate form or a post-effzctive amendment to a previously
filed registration statement under the Securities Act of 1933, as a.mendeﬁi (the “1933 Act”), with respect to
the Acquiror Common Stock subject to options and other equity-baspd awards issued pursuant to this
Section 1.04, and shall use its reasonable best efforts to maintain the current status of the prospectus
contained-therein;-as-well-as-comply-with-any-applicable 'fslatefsecuritieilif"or""b’lueﬁ‘sky’*flaWS;*for"sb“‘]Gn‘g“'a"s‘""“""““’“"

such options or other equity-based awards remain outstanding. i
:I

(¢) Acquiror shall take such actions as may be necessary so lthat, from and after the Effective
Time, each option on Acquiror Common Stock issued pursuant to this Section 1.04 in respect of a
Company Stock Option that was issued under the Company’s stoo‘;ék option plan for mon-employee
directors will be snbject to a plan that provides the holder of such a’iption with substantially the same
rights and benefits as he had nder the Company’s plan. Such actions fnay include amending an existing
Acquiror stack option plan or adopting a new stock option plan to accoj!nmodate such options.

SECTION 1.05. Adjustments. [f at any time during the[period between the date of this
Agreement and the Effective Titne, any change in the outstanding shdres of capital stock of Acquiror or
the Company shall occur by reason of any reclassification, recapitalization, stock split or combination,
exchange or readjustment of shares, or any similar transaction, or any stock dividend thereon with a
record date during such period, the Merger Consideration shall be appropriately adjusted to provide the
holders of Shares with the same economic effect as contemplated by th‘,is Agreement prior to such event.

SECTION 1.06. Fractional Shares, No fractional shares ot{; Acquiror Common Stock shall be
issued in the Merger, but in lieu thereof each holder of Shares othewf_iise entitled to a fractional share of
|

d
b
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Acquiror Common Stock will be entitled to receive, from the Exchangge Agent in accordance with the
provisions of this Section 1.06, a cash payment, without interest, in fien of such fractional share of
Acquiror Common Stock (after taking into account all Certificates delivared by such holder) in an amount
equal to such fractional part of a share of Acquiror Common Stock xifhultiplied by the average of the
closing prices of Acquiror’s Common Stock on the New York Stock Exthange (the “N'YSE”) on the five
business days immediately preceding the Closing Date. :
i
SECTION 1.07. Withholding Rights. Each of the Surviving Corporation and Acquiror shall be
entitled to deduct and withhold from the consideration otherwise payab'lie to any person pursuant to this
Arlicle such amounts as it is required to deduct and withhold with respelt to the making of such payment
under any provision of federal, state, local or foreign tax law. To the e tent that amounts are so withheld
by the Surviving Corporation or Aequiror, as the case may be, such wi held amounts shall be treated for
all purposes of this Agreement as having been paid to the holder of the. Shares in respect of which such
deduction and withholding was made by the Surviving Corporation or Aiquimr, as the cage may be.

) SECTION 1.08. Lost Certificates, If any Certificate shall hav:r’e been lost, stolen or destroyed,
upon the making of an affidavit of that fact by the person claiming suc;jh Certificate to be lost, stolen or
destroyed and, if required by the Surviving Corporation, the posting bjr such person of a bond, in such
reasonable amount as the Surviving Corporation may direct, as indemnity against any claim that may be
made against it with respect to such Certificate, the Exchange Agent wigl issue in exchange for such lost,
stolen or destroyed Certificate the Merger Consideration to be paid in redipect of the Shares represented by
such Certificates as contemplated by this Article. y

[}

SECTION 1.09. Shares Held by Company Affilintes. Anything to the contrary herein
notwithstanding, any shares of Acquiror Common Stock (or certificates ?berefor) issued to affiliates of the
Company pursuant to Section 1.03 shall be subject to the restrictions lescribed in Exhibit A, and such
shares (or certificates therefor) shall bear a legend describing such restri!gtions.

i
SECTION 1.10. Dissenter's Rights. Notwithstanding anything in this Agreement to the
contrary, any Dissenters’ Shares shall not be converted into the right to feceive the Merger Consideration,
unless and until such holder fails to perfect or effectively withdraw}; or otherwise loses his right to

'-,, o _r.‘:l" % P
e TG v oiirr, SRR B DY i

perfect or effectively withdraws or loses his right to appraisal, such Disenters’ Shares shall thereupon be
tieated as if they had been converted as of the Effective Time intd the right to receive the Merger
Consideration to which such holder is entitled, without interest or dividduds thereon. Any amounts paid to
holders of Dissenters’ Shares in an appraisal proceeding will be paid by the Surviving Corporation out of
its own funds and will not be paid, directly or indirectly, by Acquiror. :

i
ARTICLE 2

CERTAIN GOVERNANCE M.ATTEIRS
|

h
SECTION 2.01. Articles of Incorporation of the Surviving Corporation. The articles of
incorporation of the Company in effect at the Effective Time shall be !;he articles of incorporation of the
Surviving Corporation until amended in accordance with applicable law.
il

‘ J
SECTION 2.02. Bylaws of the Surviving Corporation. Thie bylaws of Merger Subsidiary in
effect at the Effective Time shall be the bylaws of the Surviving Corpoi’ration until amended in accordance
with applicable law,
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SECTION 2.03. Directors and Officers of the Surviving é“orporanon. From and sfter the
Effective Time, until successors are duly elected or appointed and qualified in accordance with applicable
law, (a) the directors of Merger Subsidiary at the Effective Time shall be the directors of the Surviving
Corporation, and (b) the officers of the Company at the Effective "“une shall be the officers of the
Surviving Corporation. i

l
ARTICLE 3 i
REPRESENT ATIONS AND WARRANTIES OF 'IIBE COMPANY
i

The Company represents and warrants to Acquiror that: :‘

= SECTION 3.01. Corpomte Existence and Power. The k,ompany is a corporation duly
incorporated, validly existing and in good standing under the laws of tﬂ’e State of North Carolina, and has
“all-.corporate powers and all governmental licenses, authorizations, consents and approvals required to
carry on its business as now conducted, except for those the absence oP‘ which would not, individually or
in the apgregate, have a Material Adverse Effect on the Company. Th Company is duly qualified fo do
business as a foreign corporation and is in good standmg in each jurisdiction where the character of the
property owned or leased by if or the naturé of its activities makes suchlquahﬁcanon necessary, except for
those jurisdictions where the failure to be so qualified would not, mdmludually or in the aggregate, have a
Material Adverse Effect on the Company. For purposes of this Agreeinent, a “Material Adverse Effect”
with respect to any Person means a material adverse effect on the ﬁnadc:al condition, business, liabilities,
properties, assets or results of operations, taken as a whole, of such Perfon and its Subsidiaries, taken as a
whole, but excluding the effects of any events or states of facts re[atmg!*to the furniture industry in general
and not relating specifically to the business of the Company or A(flqmror, as the case may be. The
Company has heretofore delivered to Acqmror true and complete copues of the Company's certificate of
incorporation and bylaws as currently in effect. s
SECTION 3.02. Corporate Authorization. (a) The executlom delivery and performance by the
Company of this Agreement and the consummation by the Company‘ of the transactions coptemplated
hereby are within the Company's corporate powers and, except for any required approval by the
Company's stockholders in connection with the consummation of the Merger, have been duly authorized

-by-all-necessary-corporate-action:~The-affirmative-vote-of-bolders-of- tﬂe -outstanding-Shares-having-votes===
representing a majority of the votes of all Shares is the only vote of tije holders of any of the Company’s
capital stock necessary in connection with consummation of the M zger Assuming due authorization,
exeéution and delivery of this Agreement by Acquiror and Merger Sulﬁsxdxary, this Agreement constitutes

a valid and binding agreement of the Company enforceable against the Company in accordance with its
terms, subject to bankruptcy, insolvency, fraudulent transfer, morgami&txon moratorium and similar laws

of general applicability relating to or affecting creditors’ rights and to gencral equity principles.

(b) The Company's Board of Directors, at a meeting duly call&d and held, has (i) determined that
this Agreement and the transactions contemplated hereby (including the Merger) are fair to and in the best
interests of the Company's stockholdérs, (ii) approved and adopted! Ithis Agreement and approved the
consummation by the Company of the transactions contemplated heréby (including the Merger), and (jii)
resolved (subject to Section 5.02) to recommend approval and adoption of this Agreement and approval
of the Merger by its stockholders. 'l

SECTION 3.03. Governmental Authorization. The execum"u, delivery and performance by the
Company of this Agreement and the consummation of the Merger by the Company require no action by
or in respect of, or filing with, any governmental body, agency, official or authority other than (a) the
filing of a certificate of merger in accordance with North Carolina lavp‘ and Michigan law, (b) compliance

,l
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with an apphcable requirements of the Hart-Scott-Rodino Antitrus}: Improvements Act of 1976 (the
“HSR A&”), (c) compliance with any spplicable requirements of the Skcurities Exchange Act of 1934, as
arnended,¥and the rules and regulations promulpated thereunder (theI “Exchange Act), (d) compliance
with any Jpplicable requirernents of the 1933 Act and (¢) other acnohs or filings which if not taken or
made would not, individually or in the aggregate, have a Material Advqrse Effect on the Company.

!f;cvs -

SECTION 3.04. Non-Contravention. Except as set forth | un Schedule 3.04, the execution,
delivery and performance by the Company of this Agreement and the iconsummation by the Company of
the wansactions contemplated hereby do not and will not (a) assudumg compliance with the matters
referred to in Section 3.02, contraverie or conflict with the cemﬁcatd of incarporation or bylaws of the
Company, (b) assuming compliance with the matters referred to in SB:ctxon 3.03, contravene or conflict
with or comstitute a violation of any provision of any law, regulatibn, judgment, injunction, order or
decree binding upon or applicable to the Company or any of its Subsnd ies, (c) constitute a defanlt under
or give rise to-a right of termination, cancellation or acceleration fof any right or obligation of the
Company or any of its Subsidiaries or to a loss of any benefit to which the Company or agy of its
Subsidiaries i3 entitled under any provision of any material agreedicnt, contract or other instrument
hmdmg upon the Company or any of its Subsidiaries or any hcense,] franchise, permit or other similar
*anthorization held by the Company or any of its Subsidiaties, or (d) refult in the creation or imposition of
any Lien on any asset of the Company or any of its Subsidiaries. For éauxposes of this Agreement, “Lien”
means, with respect to any asset, any mortgage, lien, pledge, charge, tecurity interest or encumbrance of
any kind t m respect of such asset other than any such mortgage, Ixen,, ledge, charge, security interest or
encumbrance (i) for Taxes (as defined in Section 3.13) not yet due o rbeing contested in good faith (and
for which adequate accruals or reserves have been established on the Acquiror Balance Sheet or the
Company Balance Sheet, as the case may be) or (ii) which is a canlxers warehousemen's, mechanics’,
materialmen's, repairmen's or other like lien arising in the ordinary course of business. Except as
disclosed in Schedule 3.04, neither the Company nor any Subsidiary! of the Company is a party to any
agreement that expressly limits the ability of the Company or any Supsidiary of the Company, or would
limit Acquiror or any Subsidiary of Acquiror after the Effective Time) to compete in or conduct any line
of business or compete with any Person or in any geographic area or dt‘ﬁring any period of time.

SECTION 3.0S. Capitalization of the Company. The authohzed capital stock of the Company
consists of 50,000,000 Shares and 500,000 shares of $100 par vallie preferred stock (the “Company

" Prefefred Stock™). As of the close of business on July 3, 1999, there Jvere outstanding 7,825,783 Shares,

and employee stock options td purchasc an aggregate of 903,252 Sharfss (of which options to purchase an
aggregate of 434,950 Shares were exercisable) and Company Awards (other than outstanding restricted
stock) with respect to an aggregate of 4,762.0383 Shares, and no shargs of Company Preferred Stock nor
options with respect thereto were outstanding. The Shares are the ohly class of the Company’s capital
stock cntitled to vote. The number of outstanding Shares is subject t& change before the Effective Time
through the exercise of currently outstanding stock options. All outstmdmg shares of capital stock of the
Company have been duly authorized and validly issued and are fully: paid and nonassessable. Except as
set forth in this Section and except for changes since the close of busmess on July 3, 1999 resulting from
the exercise of employee stock options outstanding on such date or options or stock-based awards granted
as permitted by Section 5.01, there aré outstanding (a) no shares of cdmtal stock or other voting securities
of the Company, (b) no securities of the Company convertible into or exchangeable for shares of capital
stock or voting securities of the Company, and (c) except for fxts obligations to make matching
contributions under the terms of its 401(k) plan, no options, warrant! or other rights to acquire from the
Company, and no preemptive or similar rights, subscription or ether rights, convertible securities,
agreements, arrangements or.commitments of any character, relating ko the capital stock of the Company,
obligating the Company to issue, transfer or sell, any capital stqock voting securities or securities
convertible into or exchangedble for capital stock or voting securitigs of the Company or obligating the
Company to grant, extend or enter into any such option, warrant, suf'rscnptmn or other right, convertible
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security. agreement, arrangement or commitment (the items in clauses ,”3 .05(a), 3.05(b) and 3.05(c) being
referied to collectively as the “Company Securities”). There are np outstandmg obligations of the
Company or any of its Subsidiaries to repurchase, redeem or otherwise | ncqun‘e apy Company Securities.

SECTION 3.06. Subsidiaries. (a) Each Subsidiary of the C&mpany is duly organized, validly
existing and in good standing under the laws of its jurisdiction of or{*amzahon, has all powers and all
governmental licenses, authorizations, consents and approvals requ to carry on its business as now
conducted, except for those the absence of which would not, individuajly or in the aggregate, reasonably
be expected to have a Material Ad;aersc Effect on the Company. Each $ubsidiary of the Company is duly
qualified to do business and is i gmd standing in each jurisdiction where the character of the property
owned or leased by it or the natitr¢ of its activities makes such quahﬁ,:anon necessary, except for those
jurisdictions where failure to be so qualxﬁed would not, individually oi] in the aggregate, have a Material
Adverse Effect on the Company. All “significant subsidiaries,” as suchiterm is defined in Section 1-02 of
Regulation S-X under the Exchange Act (each, a “Slgmﬁcant Subsdhary’) of the Company and their
respective'jarisdictions of inicorporation are identified in the Compan '3 annual report on Form 10-K for
the fiscal year ended January 2, 1999 (the “Company 10-K™) or in Schetinle 3.06(a).

-l
.~'"" " (b) Except ag set forth in the Company 10-K, all of the out.‘ktandmg capital stock of, or other
ownership interests in, each Significant Subsidiary of the Company is dwncd by the Company, directly or
" indirectly, free and clear (except as set forth in Schedule 3.06(b)) of (ﬁny material Lien and free of any
other material lirnitation or restriction (including any restriction on tlpc right to vote, sell or otherwise
dispose of such capital stock or other ownership interests). There are ho outstanding (i) securities of the
Company or auy of its Subsidiaries convertible into or exchangeable for shares of capital stock or other
voting securities or ownership interests in any Significant Subsxdxaxj of the Company or (ii) options,
warrants or other rights to acquire from the Company or any of ity Significant Subsidiaries, and no
preemptive or similar rights, subscription or other rights, convertible serturmcs agreements, arrangements
or commitments of any character, relating to the capital stock of any Slgmf' cant Subsidiary of the
Company, obligating the Company or any of its Significant Subsidigries to issue, transfer or sell, any
capital stock, voting securities or other ownershlp interests in, or any securities convertible into or
exchangeable for any capital stock, voting securities or ownership mte;yests in, any Significant Subsidiary
of the Company or obligating the Company or any Significant Submdlary of the Company to grant,
extend or enter into any such option, wmant, subscription or other right, convertible security, agreement,

“arraggement or comuitiment except; inany such case unider clanse” (1) o (ii); to the extent Telating toam™
insignificant equity interest in any Significant Subsidiary (the items uI\ clauses 3.06(b)(i) and 3.06(b)(ii)
being referred to collectively as the “Company Subsidiary Securities’}). Except as set forth on Schedule
3.06(b), there are no outstandmg obligations of the Company or an);, of its Subsidiaries to repuichase,
redeem or otherwise acquire any outstanding Company Subsidiary Sechnnnes

|'

SECTION 3.07. SEC Filings. (a) The Company has deliverefl to Acquiror (i) its annual reports
on Form 10-K for its fiscal years ended December 28, 1996, January 3, 1998 and January 2, 1999, (ii) its
quarterly reports on Form 10-Q for its fiscal quarters ended after i:anuary 2, 1999, (iii) its proxy or
information statements relating to meetings of, or actions taken wnthoy‘:t a meeting by, the stockholders of
the Company held since Janvary 2, 1999, and (iv) all of its other seports, statements, schedules and
registration statements filed with the SEC since January 2, 1999 (the dpcuments referred to in this Section
3.07(a) being referred to collectively as the “Company SEC Documents™).

(b) As of its filing date, each Company SEC Document crgmplied as to form in all material
respects with the applicable requirements of the Exchange Act and theg 1933 Act.
i
(c) As of its filing date, each Company SEC Document filed p}m'suant to the Exchange Act did not
coptam any untrue statement of a material fact or omit to state anyfmaterial fact necessary in order to

1
!
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make the statements made therein, in the light of the circumstances :mder which they were made, not

misleading. }

(d) Each such registration statement, as amended or supplemenied, if applicable, filed pursuant to
the 1933 Act as of the date such statement or amendment became effective did not contain any untrue
statement of a material fact or omit to state any material fact required t‘-.) be stated therein or necessary to
make the statements therein not misleading. d

!

SECTION 3.08. Financial Statements. The audited consdilidated financial statements and
unaundited consolidated interim financial statements of the Company|(including any related notes and
schedules) included in its annual reports on Form 10-K and the quarterﬂ!' reports on Form 10-Q referred to
in Section 3.07 fairly present in all material respects, in conformity wiith generally accepted accounting
principles applied on a consistent,basis (except as may be indicated in ﬁne notes thereto), the consolidated
financial position of the Company and its consolidated Subs:dnanes! ias of the dates thereof and their
censolidated results of operations and cash flows for the periods then ¢nded (subject to normal year-end

“adjustments and the absence of notes iri the case of any unaudited !intenm financial statements). For
purposes of this Agreement, “Company Balance Sheet” means the consohdated balance sheet of the
Company as of January 2, 1999 set forth in the Company 10-K and‘ “Company Balance Sheet Date”
means January 2, 1999. ‘i

SECTION 3.09. Disclosure Documents. (2) Neither the pro:f‘y statement of the Company (the
“Company Proxy Statement”) to be filed with the SEC in comndrtion with the Merger, nor any
amendment or supplement thereto, will, at the date the Compani. Proxy Statement or any such
amendment or supplement is first mailed to stockholders of the Compaty or at the time such stockholders
vote on the adoption and approval of this Agreement and the tnmsacﬂ:ons contemplated hereby, contain
any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements therein, in light of the circutnstances under which they 'were made, not misleading. The
Company Proxy Statement will, when filed, comply as to form in all material respects with the
requirements of the Exchange Act. No representation or warranty is malde by the Company in this Section
3.09 with respect to statements made or incorporated by reference theﬂem based on information supplied
by Acquiror or Merger Subsidiary for inclusion or incorporation by ‘reference in the Company Proxy
Statcment

(b) Nonc of the mfmmauon supphed orto bc supphed by ComLany for mclusxon or mcorporatmn
by reference in the Formm S-4 (as dcﬂned in Section 4.09) or any amendment or supplement thereto will at
the time the Form S-4 or any such amendment or supplement become§ effective under the 1933 Act or at
the Effective Time, as the case may be, contain any untrue statement ¢f a material fact or omit to state a
material fact necessary in order to make the statements therejn, in hghi of the circumstances under which
they were made, not misleading. ‘|
§

SECTION 3.10. Absence of Certain Changes. Except as se; forth in Schedule 3.10, since the
Company Balance Sheet Date, the Company and its Subsidiaries ha1ve conducted their business in the
ordinary course consistent with past practice and there has not been: i

(2) any event, occurrence or development of a state of cn’clIﬂLSlxnces or facts which has had or
reasonably would be expected to have, individually or in the aggregaté: a Matenal Adverse Effect on the

Company; 1
[

(b) any declaration, setting aside or payment of any dividend lbr other distribution with respect to
any sbares of cgpital stock of the Company or any repurchase, rcdewptnon or other acquisition by the
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Company or any of its Subsidiaries of any outstanding shares of capiflal stock or other sccurities of, or
other ownership interests in, the Company or any of its Subsidiaries; j

(c) any amendment of any material term of any outstanding secﬂfm’ty of the Company or any of its
Subsidiaries; o
{d) any transaction or commitment made, or any contract, agréement or settlement entered into,
by (ar. judgment, order or decree affecting) the Company or any of its Subsidiaries relating to its assets or
business (including the acquisition or disposition of any assets) or any nglinquishment by the Company or
any of its Subsidiaries of any contract or other right, in either case, Imaterial to the Company and its
Subsidiaries taken as a whole, othef than transactions, commitments, cd‘ptmcts, agreements or settlements
(including without limitation .seftléments of litigation and tax proceddings) in the ordinary course of
business consistent with past practice, those contemplated by this Agr{éemem, or as agreed to in writing
1

by Acquiror;

. L ]
(e) any change in any method of accounting or accounting pradlkice by thie Company or any of its
Subsidiaries, except for any such change which is not significant or jwhich is required by reason of a
concurrent change in United States generally accepted accounting princilfples (“GAAP”); or
(f) any (i) grant of any severance or termination pay to (or lamendment to any such existing
arrangement with) any director or officer of the Company or any of it Subsidiaries, (ii) entering into of
any employment, deferred compensation or other similar agreement :}(or any amendment to any such
existing agreement) with any: director or officer of the Company or any nf its Subsidiaries, (iii) increase in
benefits payable under any existing severance or termination pay polid{‘tes or employment agreements or
(iv) increase in (or amendments to the terms of) compensation, boaus or other benefits payable to
directors or officers of the Company or any of its Subsidiaries, other then as permitted by this Agreement,
or as agreed to in writing by Acquiror. [
'I
SECTION 3.11. No Undisclosed Material Liabilities. Therelare no liabilities of the Company
or any Subsidiary of the Company of any kind whatsoever, wheﬂi_ger accrued, contingent, absolute,
determined, determinable or otherwise, other than: If .

= ~\a)fliabiliti‘esfdisdosed*o‘r‘*pxﬁviﬂé‘d"'fcii"in"th"e"Cbxﬂ]ihﬁYfB?a‘lan'c‘éfSlféét”dl"”’iﬂ”ﬁ‘l@ﬁﬁtéé’ﬂl’éfﬂo";

(b) liabilities incurred since the date of the Company Balanc; Sheet in the ordinary course of

business; ;
(c) liabilities disclosed in the Company SEC Documents filed ff»rior to the date hereof or set forth
in Schedule 3.11(c); !
(d) liabilities under this Agreement; and ,
K
() liabilities which, individually or in the aggregate, would npt have a-Material Adverse Effect
on the Company :

J
SECTION 3.12. Litigation. Except as disclosed in the Compliny SEC Documents filed prior to
the date hereof, or as otherwise set forth in Schedule 3.12, there i no action, suit, investigation or
proceeding pending against, or to the knowledge of the Company treatened against or affecting, the
Company or any of its Subsidiaries or any of their respective propertiés before any court or arbitrator or
any governmental body, agency or official which would reasonably bé expected to have, individually or
in the aggregate, a Material Adverse Effect on the Company. ;
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SECTION 3.13. Taxes. Except as set forth in the Company H'alauce Sheet (including the notes
thereto) or as otherwise set forth in Schedule 3.13, (i) all Company Ta)ﬂ Returns-required to be filed with
any taxing authority by, or with respect to, the Company and 1ts| Subsidiaries have been filed in
accordance with all applicable laws; (ii) the Company and its Subsxqianes have timefy paid all Taxes
shown as due and payable on the Company Tax Returns that have befn so filed, and, as of the time of
filing, the Company Tax Returns corréctly reflected the facts regarding the income, business, assets,
operations, activities and the status of the Company and its Subv.ldxemes (other than Taxes which are
being contested in good faith and for which adequate reserves are r&ﬂected on the Company Balance
Sheet); (iii) the Company and its Subsidiaries have made provision for il Taxes payable by the Company
and its Subsidiaries for which no Company Tax Return has yet been filed; (iv) the charges, accruals and
reserves for Taxes with respect to the Company and its Subsidiaries rl'eflected on the Company Balance
Sheet are adequate under GAAP to cover the Tax liabilities accruing tl1irough the date thereof; (v) there is
no actifn, suit, proceedmg, audit or claim now proposed or pendmg agamst or with respect to the
Company or any of its Subsidiaries in respect of any Tax where theie is a reasonable possibility of a
material adverse determination; and (vi) to the best of the Company' s{,knowledge and belief, neither the
Company nor apy of its Subsidiaries is liable for any Tax imposed on fny entity other than such Person,

except as the result of the application of Treas. Reg. Section 1.1502-6 {and any comparable provision of
the tax laws of any state, local o foreign jurisdiction) to the affiliated gxoup of which the Company is the
common parent. For purposes of this Agreement, “Taxes” shall mear) any and all taxes, charges, fees,
levies or other assessments, including, without limitation, all net mcqme, gross income, gross receipts,
excise, stamp, real or personal propérty, ad valorem, withholdjhg, social security (or similar),
unemployment, occupation, vse, service; service use, license, net wdrth payroll, franchise, severance,
transfer, recording, employment, premium, windfall profits, customs duties, capital stock, profits,
disability, sales, registration, value added, alterpative or add-on miljimum, estimated or other taxes,
assessments or charges imposed by any federal, state, local or foréugn governmental entity and any
interest, penpalties, or additions to tax attributable thereto. For purposesjof this Agreement, “Tax Returns”
shall mean any return, report, form or similar statement required totbe filed with respect to any Tax
(including any attached schédules), including, without limitation, gny information return, claim for
refund, amended return or declaration of estimated Tax. “l

SECTION 3.14. Employee Benefit Plans. (a) Pror to thlL date hereof, the Company has

-provided-Acquiror-with-a-list-(set-forth-on-Schedule-3;14)- ldenufym ~each-material-“employee-benefit- s

plan,” as defined in Section 3(3) of the Employee Retirement Incomei Security Act of 1974 (“ERISA™),
each material employment, scverance or similar contract, plan, arranéement or policy applicable to any
director, former director, employee or former employee of the Con;qpany and each material plan or
arrangement (written or oral), providing for compensation, bonuses, pfofit-sharing, stock option or other
stock related rights or other forms of incentive or deferred compenshtion, vacation benefits, insurance
coverage (including any self-insured amangements), health or meflical benefits, disability benefits,
workers' compensation, suppleniental unemployment benefits, severahce benefits and post-employment
or retirement henefits (including compensation, pension, health, medxdal or life insurance benefits) which
is maintained, administered or contributed to by the Company and cbvers any employee or director or
former employee or director of the Company, or under which the Coqapany bas any liability. Such plans
(excluding any such plan that is a “multiemployer plan,” as deﬁne(l in Section 3(37) of ERISA) are
referred to collectively herein as the “Company Employee Plans.” j}
|
‘ (b) Each Company Employee Plan has been maintained in ¢ Iphance with its terms and with the
requirements prescribed by any and all statutes, orders, rules and regu iauons (including but not limited to
ERISA and the Code) which are applicable to such Plan, except whej re failure to so comply would not,
individually or in the aggregate, have a Material Adverse Effect on th .Company

i
!i
;
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(c) Except as scheduled on Schedule 3.14 with respect to lﬁmltiemployer plans, neither the
Company nor any affiliate of the Company has incurred 2 liability undgr Title IV of ERISA that has not
heen satisfied in full, and no condition exists that presents a material rigk to the Company or any affiliate
of the Company of incurring any such lability other than liability for premiums due the Pension Benefit

Guaranty Corporation (which premiums have been paid when due). !

(d) Each Company Employee Plan which is intended to be quajified under Section 401(2) of the
Code is so qualified and has been so qualified during the period from i(}, adoption to date, and each trust
fonning a part thereof is exempt from federal income tax pursuant to Segtion 501(a) of the Code.

|

(e) Except as set forth in Schedule 3.14, no director or officer o! other employee of the Company

or any of its Subsidiaries will become entitled to any retirement, severasice or siruilar benefit or enhanced

or accelerated benefit (inc[udiﬁg any, acceleration of vesting or lapse off repurchase rights or obligations

with respect to any employee-$tock option or other benefit under any s fock option plan or compensation

plan or arrangement of the Company) solely as a resuit of the transactions contemplated hereby.

; j

(f) Except as set forth in Schedule 3.14, no Company Emplofee Plan provides post-retirement

health and medical, life or other insurance benefits for retired employées of the Company or any of its
Subsidiaries. ;

() Except as set forth in Schedule 3.14, there has been no amen‘z:ﬂment to, written interpretation or
announcement (whether or not written) by the Company or any of its nffiliates relating to, or change in
employee participation or coverage under, any Company Employee Plan which would increase materially
the expense of maintaining such Company Employee Plan above ther_' level of the expense incurred in
respect thereof for the 12 months ended on the Company Balance Sheet/Date.

i
SECTION 3.15. Compliance with Laws. To the best of the J;inowledge of any of Messrs. KC,
WC, MH, DM, and FS (the “Exccutives”), neither the Company nor any of its Subsidiaries is in violation
of, or has since January 2, 1999 violated, any applicable provisions of‘ any laws, statutes, ordinances or
regulations, except for any violations that, individually or in the aggregate, would not reasonably be
expected to have s Material Adverse Effect on the Company. o

V »SEGTFION:B::I6;»Fixiders%nr~*‘Advisors‘fr*F'ees:ff*Except*‘for»f‘Maxﬁn;“*Aunistead”&prperstm, Ltdia—
copy of whose engagement dgreement bas been provided to Acquirqr, there is no investment banker,
broker, finder or other intermediary which has been retained by or is !puthorized to act on behalf of the
Company or any of its Subsidiaries who might be entitled to any fee br commission in connection with
the transactions contemplated by this Agreement. l

SECTION 3.17. Enviroumental Matters. (a) Except as fset forth in the Company SEC
Documents filed prior to the date hereof or as set forth on Schedule 3117, (i) the Company has delivered
to Acquiror copies of cach written notice, notification, demand, request for information, citation,
suminoas, complaint or order that, to the best knowledge of its Vict; President of Risk and Facilities
Engineering after reasonable inquiry, the Company has received in the llast twelve months; (fi) to the best
knowledge of the Company’s Vice President of Risk and Facilities Exlpineering after reasonable inquiry,
there is no investigation, action, claim, suit, proceeding or review pepding or, to the knowledge of the
Company or any of its Subsidiaries, threatened by any Person agdinst, the Company or any of its
Subsidiaries, and during the past twelve months no pepalty has been as[ilessed against the Company or any
of its Subsidiaries that has not been disclosed to Acquiror in Writing}! in each case, with respect to any
wmatters relating to or arising out of any Environmental Law; (iii) the!Company and its Subsidiaries are
and have been in material compliance with all Environmental Laws; (i\[") there are no material liabilities of
or relating to the Company or any of its Subsidiaries relating to or ari{iog out of any Environmental Law.

. i
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of any kind whatsoever, whether accrued, contingent, absolute, deterrbiined, determinable or otherwise,
and there is no existing condition, situation or set of circurstances which could reasonably be expected to
result in such a liability; and (v) since December 31, 1995, there has begn no environmental investigation,
study, andit, test, review or other analysis commonly referred to as a !{‘Phase I” or “Phase I” report of
which any of the Executives or the Vice President of Risk and Facility} Engineering of the Company has
knowledge in relation to the current or prior business of the Company| or any of its Subsidiaries or amy
property or facility now or previously owned, leased or operated /by the Company or any of its
Subsidiaries which is in the possession of the Company and which wasjnot delivered to Acquiror prior to
the date hereof. 4

i
#

~ (b) For purposes of this Section 3.17 and Section 4.17, the tue!rm “Environmental Laws” means
any federsl, state, local and foreign statutes, laws (including, without llimitation, common law), judicial
decisions, regulations, ordinances, rules, judgments, orders, codes, ijunctions, permits, governmental
agreements or governmental restrictions relating to human health a#d safety, the environment or to
pollutants, contaminants, wastes, or chemicals. .
i

~ SECTION 3.18. Opinion of Financial Advisor. The Com y has received the opinion of
Mani, Armistead & Epperson, Ltd. to the effect that, as of the date of such opinion, the Merger is fair
from a financial point of view to the holders of Shares (other than Acduiror or any of its Subsidiaries or
affiliates), and, as of the date hereof, such opinion has not been withdratvn.

: i
SECTION 3.19. Tax Treatment. Neither the Company norg!any of its affiliates has taken or
agreed to take any actioh or is aware of any fact or circumstance that would prevent the Merger from
qualifying as a reorgdnization within the meaning of Section 368 of the Code (a “368 Reorganization”).

|l
SECTION 3.20, Takeover Statutes. The Board of Directods of the Company has taken the
necessary action to make inapplicable the application of Article 9 and]Article 9A of the North Carolina
law, any other applicable antitakeaver or similar statute, regulation ot the provision of the Company's
certificate of incorporation or bylaws to this Agreement and the transactions contemplated hereby.

!

ARTICLE 4

v

REPRESENTATIONS AND WARRANTIES OF ACQUIROR

Acquiror represents and warrants to the Company that: ';
‘ H
SECTION 4.01. Corporate Existence and Power. Each of A ';quiwr and Merger Subsidiary is a
corporation duly incorporated, validly existing and in good standing ufider the laws of its jurisdiction of
incorporation and has all corporate powers and all governmental lice,fhses, authorizations, consents and
apptovals required to carry on its business as now conducted, exceplt for those the absence of which
would not, individually or in the aggrepate, have a Material Adverse E}k,fect on Acquiror. Acquiror is duly
qualified to do business as a foreign corporation and is in good standing in each jurisdiction where the
character of the property owned or leased by it or the nature of its dctivities makes such qualification
necessary, except for those jurisdictions where the failure to be so quatified would net, individually or in
the aggrepate, have a Matcrial Adverse Effect on Acquiror. Since thd‘ date of its incorporation, Merger
Subsidiary has not engaged in any activities other than in connection with or as contemplated by this
Agreement. Acquiror bas heretofore delivered to the Company true and complete copies of Acquiror's and
Merger Subsidiary's certificate of incorporation and bylaws as currently in effect.
. i
SECTION 4.02. Corporate Authorization. (a) The executgon, delivery and performance by
Acquiror and Merger Subsidiary of this Agreement, and the consusamation by Acquiror and Merger
Subsidiary of the transactions contemplated hereby are within the Jjorporate powers of Acquiror and
i

i

1
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Merger Subsidiary and have been duly authorized by all necessary izorporate action. Assuming due
authorization, execution and delivery of this Agreement by the Compmy, this Agreement constitutes a
valid and binding agreement of each of Acquiror and Merger Subsnd:ari;y, enforceable against such party
in accordance with its terms, subject to bankruptcy, insolvency, frgudulent transfer, reorganization,
moratorium and similar laws of general applicability relating to or iffecting creditors' rights and to
general equity principles. The shares of Acquiror Common Stock issued pursuant to the Merger, when
issued in accordance with the terms hereof, will be duly authonzed; validly issued, fully paid aad

nonassessable and not subject to preemptive rights. l

(b) Acquiror's Board of Directors, at a meeting duly called and hald has approved this Agreement
and the transactions contemplated bereby (including the Merger).

SECTION 4.03. Governmental Authorization, The executxem, delivery and performance by
Acquiror and Merger Subsidiary of this Agreement and the consummatton by Acquiror and Merger
Subsidiary of the transactions contemplated hereby require no action by or in respect of, or filing with,
any governmental body, agency, official or authority other than (a) the i lmg of a certificate of merger in
accordance with North Carolina law and Michigan law, (b) compliance Wyith any applicable requirements
of the HSR Act, (c¢) compliance with any applicable requiremnents of the Exchange Act, (d) compliance
with any applicable requirements of the 1933 Act and (e) other action} or filings which if not taken or
made would not, individually or in the aggregate, have 2 Material Adver‘;e Effect on Acquiror.

SECTION 4.94. Non-Contravention. The execution, delivery @d performance by Acquiror and
Merger Subsidiary of this Agreement and the consummation by Acquitor and Merger Subsidiary of the
transactions contemplated hereby do not and will not (2) assuming coi ’ liance with the matters referred
to in Section 4.02, contravene or confliét with the certificate of incorppration or bylaws of Acquiror or
Merger Subsidiary, (b) assummg compliance with the matters referred lto in Section 4.03, contravene or
conflict with any provision of any law, regulation, judgment, lnjunctlod order or decree binding upon or
applicable to Acquiror or any of its Subsidiaries, (c) constitute a defaulf under or give rise to any right of
termination, cancellation or acceleration of any right or obligation of Af-cquiror or any of its Subsidiaries
or to a loss of any benefit to which Acquiror or any of its Subsidiaries [is entitled under any provision of
any material agreement, contract or other instrament binding upon Acdhiror or any of its Subsidiaries or
any license, franchise, permit or other similar authorization held by Acguiror or any of its Subsidiaries or
-(d)-result.in-the.creation-or-impesition-of any-Lien-on-any-asset-of -Adquiror-or-any-of-its-Subsidiaries. e
Neither Acquiror nor any Subsidiary of Acquiror is a party to any ag'?mement that expressly limits the
ability of Acquiror or any Subsidiary of Acquiror to compete in orlconduct any line of business or
compete with any Person or in any geographic area or during any periocf}of time.

h

SECTION 4.05. Capitalization. (2) The authorized capits} stock of Acquiror consists of
150,000,000 shares of Acquiror Common Stock and 5,000,000 shares ibf preferred stock (the “Acquiror
Preferred Stock™). As of the close of business on July 24, 1999, there were outstanding 52,233,696 shares
of Acquiror Common Stock, and employee stock options to purchase aﬂ\ aggregate of 1,298,226 shares of
Acquiror Common Stock (of which options to purchase an aggregat}e of 415,985 shares of Acquiror
Common Stock were exercisable), and no shares of Acquiror Prefcnqd Stock nor options with respect
thereto were outstanding. All outstanding shares of capital stock of A¢qllll'0r have been duly authorized
and vahdly issued and are fully paid and nonassessable. Except as set ﬂorth in this Section and except for
changes since the close of business on July 24, 1999 resulting from the exercise of employee stock
npnons outstanding on such date or options or other stock-based awarfls and except for the shares to be
issued in connection with the Merger, as of the date hereof there are o‘:tstandmg (a) no shares of capital
stock or other voting securities of Acqmror (b) no securities of Acquirar convertible into or exchangeable
for shares of capital stock or voting securities of Acquiror, and (c) éxcept for its obligations to make
matching contributions under the terms of its 401(k) plan, no Optxons, fwarrants or other rights to acquire
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from Acquiror, and no preemptive or similar rights, subscription or other rights, convertible securities,
agreements, arrangements, or commitments of any character, relatinggto the capital stock of Acquiror.
obligating Acquiror to issue, transfer or sell any capital stock, voting, security or securities convertible
into or exchangeable for capital stock or voting securities of Acquiro? or obligating Acquiror to grant,
extend or enter into any such option, warrant, subscription or other right, convertible security, agreement,
arrangement or commitment (the jtéms in clauses 4.05(a), 4.05(b} and 4.05(c) being referred to
collectively as the “Acquiror Securities”). There are no outstanding obfgations of Acquiror or any of its
Subsidiaries to repurchase, redeem or otherwise acquire any Acquiror| Securities other than pursuant to
the terms of its stock-based compensation plans. i'

(b) The authorized capital stock of Merger Subsidiary consists cf 60,000 shares of common stock,
of which 1,000 shares are outstanding. Merger Subsidiary’s common sthck is the ounly class of its capital
stock- entitled to vote. The number of shares of Merger Subsidiary’sf common stock is not subject to
change before the Effective Time. All outstanding shares of capital stodk of Merger Subsidiary have beep
duly authorized and validly issued and are fully paid and nonassessable.;;

: i

SECTION 4.06, Subsidiaries. (a) Each Subsidiary of Accfniror is duly organized, validly
existing and in good standing under the laws of its jurisdiction of organization, has all powers and all
governmental licenses, authorizations, permits, consents and approvals t"gequired to carry on its business as
now conducted, except for those the absence of which would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Acquirgr. Each Subsidiary of Acquiror is
duly qualified to do business and Is in good standing in each jurisdiction where the character of the
property owned or leased by it or the nature of its activities makes sudh qualifications necessary, except
for those jurisdictions where failure to be so qualified would not, indivgdually or in the aggregate, have a
Material Adverse Effect on Acquiror. All Significant Subsidiaries of Acquiror as of the date hereof and
their respective jurisdictions of incorporation are identified in Acquirors annual report on Form 10-K for
the fiscal year ended April 24, 1999, as amended (“Acquiror 10-K”). l'

1

(b) Except for directors' qualifying shares and except as set forth in the Acquiror 10-K, all of the
outstanding capital stock of, or other ownership interests in, each Singiﬁcant Subsidiary of Acquiror is
owned by Acquiror, directly or indirectly, free and clear of any material Lien and free of any other
tnateria) Jimitation or restriction (including any restriction on the right tp vote, sell or otherwise dispose of

S VE LSRN LA, 0 PRt el

~ such’capital stock or other ownership interests). There are no outstandipg (i) securities of Acquiror or any

of its Subsidiaries convértible into or exchangeable for shares of capita) stock or other voting securities or
ownership interests in any Siguificant Subsidiary of Acquiror, and (ii) fpptions, warrants or other rights to
acquire from Acquiror or eny of its Significant Subsidiaries, and [no preemptive or similar rights,
subscriptions or other rights, convertible securities, agreements, arrafigements or commitments of any
character, relating to the capital stock of any Significant Subsidiary o!g"' Acquircr, obligating Acquiror or
any of its Significant Subsidiaries to issue, transfer or sell, any capithl stock, voting securities or other
ownership interests in, or any securities convertible into or exchangdable for any capital stock, voting
securities or ownership interests in, any Significant Subsidiary of Acqitiror or obligating Acquiror or any
Significant Subsidiary of Acquiror to grant, extend or enter into any such option, warrant, subscription or
other right, convertible security, agreement, arrangement or commitmént except, in any such case under
clause (i) or (ii), to the extent relating to an insignificant equity intérest in any Significant Subsidiary
(items in clauses 4.06(b)(i) and 4.06(bX(ii) being referred to collectively as the “Acquiror Subsidiary
Securities”). There are no outstanding obligations of Acquiror or any of its Subsidiaries to repurchasc,
redeem or otherwise acquire any outstanding Acquiror Subsidiary Securities.

|
SECTION 4.07. SEC Filings. (a) Acquiror has delivered to frthe Company (i) its annual reports

on Form 10-K for its fiscal years ended April 26, 1997, April 25, 1998 and April 24, 1999, (ii) its proxy
or information statements relating to meetings, of, or actions taken wid\'pout a meeting by, the stockholders
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of Acquiror held since December 31, 1998, and (iii) all of its other teports statements, schedules and
registration statements filed with the SEC since April 24, 1999 (the doguments referred to in this Section
4.07(a) being referred to collectively as the “Acquiror SEC Documents’?

(b) As of its filing date (or if Iater ameanded, as of the date of thq¥ amendment), each Acquiror SEC
Docunent complied as to form in all material respects with the apphcal’ble requirements of the Exchange
Act and the 1933 Act. ;:

(c) As of its filing date, each Acquiror SEC Document filed pumuant to the Exchange Act did not
contain any untrue statement of a material fact or omit to state any ﬁuatena] fact necessary in order to
make the statements made therein, in the light of the circumstances lmdcr which they were made, not

misleading. ' 'i

(d) Each such registration statement as amended or supplemeltlited if applicable, filed pursuant to
. the 1932 Act as of the date such statement or amendment became efiiective did not contain any untrue
statement of a material fact or omit to state any material fact required 110 be stated therein or necessary to
make the statements therein not misleading. _}

SECTION' 4.08. Financial Statements. The audited conséslidated financial statements and
unandited consolidated interim financial statements of Acquiror (fncluding any related notes and
schedules) included in the annual reporis on Form 10-K and the quartdrly reports on Form 10-Q referred
to in Sectian 4.07 fairly present in all material respects, in conformity with generally accepted accounting
principles applied on a consistent basis (except as may be indicated in the notes thereto), the consolidated
financial position of Acqmror and its consolidated Subsidiaries ai of the dates thereof and their
consolidated results of operations and cash flows for the periods then lmded (subject to normal year-end
adjustments and the absence of notes in the case of any unaudited lmtenm financial statements). For
purposes of this Agreement, ‘Acquuor Balance Sheet” means the consbhdatcd balance sheet of Acquiror
as of April 24, 1999 set forth in the Acquiror 10-K and “Acquiror Ba?ance Sheet Date™ mecans April 24,
1999.

li
M
s

- SECTION 4.09. Disclosure Documents. (a) The Reglstmhoti Statement on Form S-4 of

Acquiror (the “Form S-4”) to be filed under the 1933 Act relating to ‘fhe issuance of Acquiror Common
—Stock-in-the-Merger;-required-to-be-filed-with-the-SEC-in- connect:(an ~with-the-issuance-of-shares-of -————um
Acquiror Comumon Stock pursuant to the Merger and any amendments ibr supplements thereto, will, when
filed, subject to the last sentence of Section 4.09(b), comply as to forin in all material respects with the

applicable requirements of the 1933 Act. |
:

' (b) Neither the Form S<4 nor any amendment or supplement 1 ﬁhereto will at the time it becomes
effective under the 1933 Act or at the Effective Time contain any unéme statement of a material fact or
omit to state a material fact required fo be stated therein or necessary ’to make the statements therein not
misleading. No representation or waranty is made by Acquiror in|this Section 4.09 with respect to
statements made or incorporated by reference therein based on mform tion supplied by the Company for
inclusion or incorporation by reference in the Form S-4. "l

(c) None of the information supplied or to be supplied by Acq#mror for inclusion or incorporation
by reference in-the Company Proxy Statement or any amendment or Supplement thereto will, at the date
the Company Proxy Statement or any amendment or supplement therelzo is first mailed to stockholders of

* Company or at the time such stockholders vote on the adoption and approval of this Agreement and the
transactions contemplated hereby, contain any untrue statement of ajmaterial fact or omit to state any
material fact necessary in order to make the statements therein, in llgﬁt of the circumstances under which
they were made, not misleading,.
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SECTION 4.10. Absence of Certain Changes. Since tlwl Acquiror Balance Sheet Date,
Acquiror and its Subsidiaries have conducted their business in the orqhnary course consistent with past
practice aud there has not been: i

i

(a) any event, occurtence or development of a state of clrcunfsmnces or facts which has had or
reasonably would be expected to have, individually or in the aggreg{\te, a Material Adverse Effect on

Acquiror; i
3

(b) any declaration, setting aside or payment of any dividend ori other distribution with respect to

any shares of capital stock of Acquiror (other than quarterly cas}i: dividends payable by Acquiror
consistent with past practice or any repufchase, redemption or other acfjuisition by Acquiror or any of its
Subsidiaries of any outstanding shares of capital stock or other equity securities of, or other ownership
interests in, Acquiror (other than any such repurchases prior to the date hereof pursuant to Acquiror’s
".pubhcly announced stock buyback program); or ‘I
(c) any change prior to the date hereof in any method of accoujknng or accounting practice (other
than any change for tax purposes) by Acquiror or any of its Subsndx&nes, except for any such change
which is not significant or which is required by reason of a concurrent ge in GAAP.

- SECTION 4.11. No Undisclosed Material Liabilities. There a"}re no liabilities of the Acquiror or
any Subsxdxary of the Acquiror of any kind whatsoever, whethésr accrued, contingent, absolute,
determined, determinable or otherwise, other than: :I

(a) liabilities disclosed or provided for in the Acquiror Balance Sheet or in the notes thereto;

(b) liabilities incusred since the date of the Acquiror Bahnc( Sheet in the ordinary course of
business;
s -1

(c) liabilities disclosed in the Acquiror SEC Documents filed ginor to the date hereof or set forth
in Schedule 4.11(c);
!

(d) liabilities under this Agreement;and i

(e) liabilities which, individually or in the aggregate, would nbt have a Material Adverse Effect
on the Acquiror. ) :
I
SECTION 4.12. Litigation, Except as disclosed in the Acqui}or SEC Documents filed pnor 10
the date hereof, or in Schedule 4.12, there is no action, suit, mvestxgatton or proceeding pending against,
or to the knowledge of Acquiror threatened against or affecting, Acquizor or any of its Subsidiaries or any
of their respective properties before any court or arbitrator or Any gov brmmental body, agency or official
which would reasonably be expected to have, individually or in the ag,gregate, a Material Adverse Effect
on the Acquiror. 1

SECTION 4.13, Taxes. Except as set forth in the Acquiror kalance Sheet (including the notes
thereto) or as otherwise set forth on Schedule 4.13 (i) all Acquiror T ac Retums required to be filed with
any taxing authomy by, or with respect to, Acquiror and its Submdxahcs have been filed in accordance
with all applicable laws; (ii)- Acquiror and its Subsidiaries have tuneqf paid all Taxes shown as duc and
payable on Acquiror Tax Returns that have been so filed, and, as of the time of filing, Acquiror Tax
Returns correctly reflected the facts regarding the income, busipess, ahsets operations, activities and the
status of Acquiror and its Subsidiaries (other than Taxes which are befing contested in good faith and for

DELIB:2093426,12\051344-00001 17 q




0.11’27/'0(1. 15:19 FAX 3368 807 7505 KILPATRICK STOCK idoz27

!
|

which adequate reserves are reflected on the Acquiror Balance Sheet); (iil) Acquiror and its Subsidiaries

have made provision for all Taxes payable by Acquiror and its Subsidiaries for which no Acquiror Tax

Return has yet been filed; (iv) the charges, accruals and reserves for Tﬁxes with respect to Acquiror and

its Subsidiaries reflected on the Acquiror Balance Sheet are adequatd under GAAP to cover the Tax

liabilities accruing through the date thereof; (v) there is no action, suify proceeding, audit or claim now
proposed or pending against or with respect to Acquiror or any of its .ﬁubsidiﬁes in respect of any Tax
where there is a reasonable possibility of a material adverse deterntination; and (vi) to the best of

Acquirors knowledge and belief, neither Acquiror nor any of its Subsidiaries is liable for any Tax

imposed on any entity other than such Person, except as the tesult ¢f the application of Treas. Reg.

Section 1.1502-6 (and any comparable provision of the tax laws of any !}tate, local or foreign jurisdiction)

to the affiliated group of which Acquiror is the common parent. i

. ;

. SECTION 4.14. Employee Benefit Plans. (a) Prior to the date }';lcreof, Acquiror has provided the
Company with a list (set forth on Schedule 4.14) identifying each matkrial “employee benefit plan,” as
defined in Séction 3(3) of ERISA, each material employment, sevf;;rance' or similar contract, plan,
arrangement or policy applicable to any director, or employee of Aciuiror and each material plan or
arrangement (written or oral), providing for compensation, bonuses, pr{bﬁt-sharing, stock option or ather

~ stock related rights or other forms of incentive or deferred compensaiion, vacation benefits, insurance
coverage (including any self-insured arrangements), health or med{gcal benefits, disability benefits,
workers' compensation, supplemental unemployment benefits, severanpe benefits and post-employment
or retiremnent benefits (including compensation, pension, health, medica: or life insurance benefits) which
is maintained, administered or contributed to by Acquiror and covers any employee or director of
Acquiror. Such plans (excluding any such plan that is a multiemployes; plan) are referred to collectively

herein as the “Acquiror Employee Plans.” ;

(b) Each Acquiror Employee Plan has been maintained in comjliance with its terms and with the
requirements presecribed by any and all statutes, orders, rules and regul tHons (including but not limited to
ERISA and the Code) which are applicable to such Plan, except wherg failure to so comply would not,
individually or in the aggregate, have a Material Adverse Effect on the Alicquiror.

K

(c) Neither the Acquiror nor auy affiliate of the Acquiror has in{mrred a liability under Title IV of
ERISA that has not been satisfied in full, and no condition exists thjt presents a material risk to the

~Acquiror-or-any-affiliate-of-the-Acquirdr-of-incurring-any-such-liability-other-than-liability-for-premiums
due the Pension Benefit Guaranty Corporation (which premiums have bf.aen paid when due).

I
(d) Each Acquiror Employee Plan which is intended to be quz{‘]iﬁed under Section 401(a) of the
Code is so qualified and has been so qualified during the period from ils adoption to date, and each trust
forming a part thereof is exempt from federal income tax pursuant to Seistion 501(a) of the Code.

SECTION 4.15. Compliance with Laws. To the best of thef knowledge of any of Acquiror’s
Chairman, Chief Operating Officer, or Chief Financial Officer, feither Acquiror mor any of its
Subsidiaries is in violation of, or has since January 1, 1999 violated,iany applicable provisions of any
faws, statutes, ordinances or regulations except for any violations that, individually or in the aggregate,

would not reasonably be expected to have a Material Adverse Effect onj Acquiror.

}

SECTION 4.16. Finders' or Advisors' Fees. Except for Meqfrin Lynch & Co., whose fees will
be paid by Acquiror, there is no investment banker, broker, finder or ¢ther intermediary which has been
retained by or is authorized to act on behalf of Acquiror or any of its Subsidiaries who might be entitled to
any fee or commission in connection with the transactions contemplated. by this Agreement.
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SECTION 4.17. Environmental Matters. Except as set forth’ in the Acquiror SEC Documents
filed prior to the date hereof and with such exceptions as, individually ! br in the aggregate, have not had,
and would not reasonably be expected to have, a Material Adverse FAEfect on Acquiror, (i) no written
notice, notification, demand, request for information, citation, summd’ns complamt or order has been
received by, and no investigation, action, claim, suit, proceeding ¢r review is pending or, to the
knowledge of Acquiror or any of its Subsidiaries, threatened by any Perlion agamst, Acquu'or or any of its
Subsidiaries, and no penalty has been assessed against Acquiror or an)& of its Subsidiaries, in each case,
with respect to any matters relatmg to or arising out of any Environthental Law; (ii) Acquiror and its
Subsidiaries are and have been in compliance with all Environmenfal Laws; and (iii) there are no
liabilities of or relating to Acquiror or any of its Subsidiaries retanng to or arising out of any
Euvironmental Law of any kind whatsoever, whether accrued, cbntingent, absolute, determined,
determinable or otherwise, and there is no existing condition, sxmatlch or set of circumstances which
could reasonably be expected tp result in such a liability. ;

SECTION 4.18. Tax Treatment. Neither Acquiror nor any of Its affiliates has taken or agreed to
take any action or is aware of any fact or circumstance that would prew-nt the Merger from qualifying as

a 368 Reorgamzauon .i

ARTICLE 5
COVENANTS OF THE com-Am;

The Company agrees that:

S ST XS e~

SECTION 5.01. Conduct of the Company. From the date hdk'eof until the Effective Time, the
Company and its Subsidiaries shall conduct their business in the ordipary course comsistent with past
practice and shall use their reasonable best efforts to preserve intactjtheir business organizations and
relationships with third parties. Without limiting the generality of the! foregomg, except with the priar
written consent of Acquiror (which consent shall not be unreasonﬂbly withheld or delayed) or as
contemplated by this Agreement, from the date hereof until the Effectnvi~ Time:

(a) the Company will not, and will not permit any of its Subsadlanes to, adopt or propose any

-change-in-its-certificate-of-incorporation-or-bylaws;-=-—-

|,V

(b) the Company will not, and will not permit any Subsidiary c&‘ the Company to, adopt a plan or
agreement of complete or partial liquidation, dissolution, merger, consolidation, restructuring,
recapitalization or other matetial reorganization of the Company or dny of its Significant Subsidiaries
(other than a merger or consolidation between its wholly-owned Subsidfaries);

o

(c) the Company will not, and will not permit any Snbsidiarry of the Company to, issue, sell,
transfer, pledge, dispose of or encumber any shares of, or securities cofuvemble into or exchangeahle for,
or options, warrants, calls, commitments or rights of any kind to acquire, any shares of capital stock of
any class or series of thé Comipany or its Subsidiaries other than @ xsqhances pursuant to the exercise of
convertible securities outstanding on the date hereof or issuances plirsuant to stock based awards or
options that are outstanding on the date hereof and are reflected dﬁ Section 3.05 or are granted in
accordance with clause (ii) below and (ii) additional options or stock-based awards to acquire Shares
granted under the terms of any Company Stock Option Plan as in eﬁ'ec{ on the date hereof in the ordinary
caurse consistent with past practice, but in no event covering more than{ 20,000 Shares in the aggregate;

I
(d) the Company will not, and will not permit any Subsndmry of the Company to, (i) split,

combine, subdivide or reclassify its outstanding shares of capital stock, jor (i) declare, set aside or pay any
1
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dividend or other distribution payable in cash, stock or property with re:ipect to its capital stock other than
dividends paid by any Subs;dla.ry of the Company to the Company or| any wholly-owned Subsidiary of
the Company; ',i

(¢) the Company will not, and will not permit any Subsidjéry of the Company to, redeem,
purchase or otherwise acquire directly or indirectly any of the Company's capital stock, except for
repurchases, redemptions or acquisitions (x) requlred by the terms of lits capital stock or any gecurities
outstanding on the date hereof, (y).required by or in connection with tl(:e respective terms, as of the date
hereof, of any Company Employee Plan or any dividend reinvestment p{lan as in effect on the date hereof
n the ordmary course of the operations of such plan consistent with past practice or (z) effected in the
ordinary course consnstent with past practice; .,

i
(f) the Company will not amend the terms (including the terms fielating to accelerating the vesting
or lapse of repurchase rights or obligations) of any outstanding optioxs to purchase Shares, suspend or
terminate or amend the terms of any existing Company Employee Plan, or adopt any new Company
Employee Plan, except that the Company shall, on or before the Closmg'Date

(1) amend the 1999 Management Incentive Plan (the "‘M]P”) and the Company’s Long-
Term Incentive Plans for the periods 1997-1999 (the “1997% LYIP”), 1998-2000 (the “1998
LTIP”), and 1999-2001 (the 1999 LTIP") (collectively, thef “LTIPs”) so that the provisions
thereof governing time of payment will permit the Company} to pay out all amounts payable
thereunder on or before the Closing Date; provided, however, that the Company covenants that if
the Closing Date is not on or before December 31, 1999, it willfnot make any payments under the
MIP or any of the LTIPs on or before December 31, 1999 l’wnthout Acquiror’s prior written

. = consent; and ‘

(2) amend its Management Deferred Compensation P;‘Elan to provide that (A) from and
after the Effective Time, no subaccount shall be maintained théreunder that is denominated in or
the amount of which is computed by reference to notional shﬁs of any class of eqmty securities

. of the Company or Acquiror, and (B) effective as of the Effecive Time, the balance in any such
' subaccount shall be computed in dollars (giving effect to Se&tlon 1.04 of this Agreement and
valuing the resulting notional Acquiror Common Stock at thq» average of the closing prices of

Acquiror's Common Stock on the NYSE on the five businest days immediately preceding the
Closing Date) and tranéferred to the other subaccount mamtam}*d thereunder (i.e., the subaccount
. the amount of which is computed by reference to the prime rate:1 of interest);
. (g) the Company will not, and will not permit any Subsidiary oi the Company to, make or commit
to make any capital expenditure other than those set forth on the schcdlpe of planned capital expenditures
prewously delivered to the Acquiror by the Company; ,J .

(h) except as disclosed in Schedule 5.01, the Company w&ll not, and will not permit any
Subsidiary of the Company to, increase the compensation or benefits oft any director, officer ar employee,
except for normal increases in the ordinary course of business consnste‘ht with past practice or as required
under applicable law or any existing agreement or commitment; 3;

(i) the Company will not, and will not permit any of its Subsxﬂxanes to, acquire (by purchase or
lease) a material amount of assets (as measured with respect to the cémsolidated assets of the Company
and its Subsidiaries taken as a whole) of any other Person except for c{\pntal expenditures permitted under
Section 5.01(g);

.
3
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(i) the Company will not, and will not permit any of its Subsidiaries to, sell, lease, license or
otherwise dispose of any materjal assets or property except p puant to existing contracts or
compmitoients;

!

(k) except for any such change which is required by reason of a boncurrent change in GAAP or a
rule or release promulgated by the SEC, the Company will not, and willénot pertiait any Subsidiary of the
Company to, change any method of accounting or accounting practicq]i (other than any change for tax
purposes) used by it; i

(1) the Company will not, and will not permit any Subsidiary oi}‘ the Company to, enter into any
joint venture, partnership or other similar arrangement; :

: ii

(m) the Company will not, and will not permit any of its Subﬁidiaries to, take any action that

would make any representation or wartanty of the Company hereunder thaccurate in any respect at, or as

[}

of any time prior to, the Effective Time; and 1

1
)

(n) the Company will not, and will not permit any of its Subsidiaries to, agree or commit to do

any of the foregoing. !
SECTION 5.02. COMPANY STOCKHOLDER MEETING; PROXY MATERIAL. The

Company shall cause a mesting of its stockholders (the “Company S{pckbolder Meeting”) to be duly

called and held as soon as reasonably practicable, on a date reasonably’ acceptable to Acquiror, for the

purpose of voting on the approval and adoption of this Agreement Lmd the Merger (the “Company

Stockholder Approval™). Except as provided in the next sentence, the Baard of Directors of the Company

shall recommend approval and adoption of this Agreement by the Comd!any’s stockholders. The Board of

Directors of the Company shall be permitted to (i) not recommend to jthe Company's stockholders that

they give the Company Stockholder Approval or (ii) withdraw or modi%in a manner adverse to Acquiror

its recommendation to the Company's stockholders that they give the “ompany Stockholder Approval,

ouly (x) if the Board of Directors of the Company determines in it good faith judgment that it is

necessary to so withdraw or modify its recommendation to comply withﬁits fiduciary duty to stockholders

under applicable law, after receiving the advice of outside legal counsel, and (y) if the Company and the

sentor_officers_and directors.of the Company. have.complied-with-theil- obligations-set-forth-in-Section-———————

5.03. In connection with the Company Stockholder Meeting, the Compdny (x) will promptly prepare and
file with the SEC, will use its reasonable best efforts to have cleared byithe SEC and will thereafter mail
to ifs stockholders as promptly as practicable the Company Proxy Staterhent and all other proxy materials
for the Company Stockholder Meeting, (y) will use its reasonable best gfforts, subject to the immediately
preceding sentence, to obtain the Company Stockholder Approval and ¢z) will otherwise comply with all

legal requirements applicable to the Company Stockholder Meeting. !

SECTION 5.03. Other Offers. The Company and its Subsidiiries will not, and will not permit
any of its subsidiaries, or any of its or their officers, directors, manageshent employees, or consultants or
any investment banker, attorney or accountant retained by the Comipany or any of its Subsidiaries
(collectively, “Representatives™) to, directly or indirectly, take any acti{m to solicit, initiate, encourage or
facilitate the making of any Acquisition Proposal (as defined below) or jimy inquiry with respect thereto or,
engage in discussions or negotiations with any Person with respect thereto, or disclose any noo-public
information refating to the Company or any Subsidiary of the Compan jior afford access to the properties,
books or records of the Company or any Subsidiary of the Company toj any Person that has made, or that
the Company, any of its Subsidiaries or any of its or any of its Subsidiafies’ Representatives has reason to
believe, is considering making, any Acquisition Proposal; provided thaj nothing contained in this Section
5.03 shall prohibit the Board of Directors of the Company from furnishmg information to, or entering into
discussions or negotiations with, or affording access to the properties, jbooks or records of the Company
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ar its Subsidiaries to, any Person in connection with an unsohc:ted bona fide Acquisition Proposal
received from such Person so long as prior to furnishing information fio, or entering into discussions or
negotiations with, such Person, (i) the Board of Directors of the Company determines in its good faith
judgment that it is necessary to do so to comply with its fiduciary du:into stockholders under applicable
law, after receiving the advice of outside legal counsel, and (ii) the Company receives from such Person
an executed confidentiality agreement with terms no less favorable to t!-\e Company than those contained
in the Confidentiality Agreement (as defined in Section 7.03). Nothing Icontamed in this Agreement shall
prevent the Board of Directors of the Company from complying with Rhlle 14e-2 under the Exchange Act
with regard to an Acquisition Proposal; provided that the Board of Directors of the Company shall not
recommend that the stockholders of the Company tender their shares iin connection with a tender offer
except to the extent the Board of Directors of the Company determine} in its good faith judgment (afier
consultation with its financial advisors and receiving the advice of dutside legal counsel) that such a
recommendation i$ required to comply with the fiduciary duties of the ﬁoard of Directors of the Company
to the Company’s stockholders under applicable law. The Company will (a) promptly (and in no event
later than 24 hours after receipt of any Acquisition Proposal) notify (which notice shall be provided orally
and in writing and shall identify the Person making such Acquisition ﬁ’mposal and set forth the material
terms thereof) Acquiror after receipt of any Acquisition Proposal, of aﬁy indjcation giving the Company
any of its Subsidiaries or any of its or any of its Subsidiaries’ Representatives that any Person is
considering makmg an Acquisition Proposal and any reguest for non-&pubhc information relating to the
Company or any Subsidiary of the Company or for access to the prbpertxcs books or recards of the
Company or any Subsidiary of the Company by any Person that has maqle or that the Company, any of its
Subsidiaries or any of its or any of its Subsidiaries’ Replesentanvés has reason to believe may be
considering making, an Acquisition Proposal, and (b) will keep Acduuor informed of the status and
material terms of any such Acquisition Proposal or request. The Ch)mpany will, and will cause its
Subsidiaries and its and their Representatives to, immediately cease and cause to be terminated all
discussions and negotiations, if any, that have taken place ptior to the cﬁte hereof with any Persons (other
than Acqutiror and its affiliates) with respect to any Acquisition Propossﬂ

o

. |
For purposes of this Agreement, “Acquisition Proposal” mean}; any offer or proposal for, or any
indication of interest in, any (i) direct or indirect acquisition or purdhase of a business or assets that
constitute 10% or more of the net revenues, net income or the assets oﬂithe Company and its Subsidiaries,
token a5 a whole, (ii) direct or indirect acquisition or purchase of 10% or more of any class of equity

securities of the Company or any of its Subsidiaries whose business cbnstxmtes 10% or more of the net
revenues, net income, operating income (before taxes) or assets of the Company and its Subsidiaries,
taken as a whole, (iii) tender offer or exchange offer that if consuminated would result in any person
beneficially owning 10% or more of any class of equity securitie} of the Company or any of its
Subsidiaries whose business constitutes 10% or more the net mvend}ss, net income, operating income
(before taxes) or assets of the Company and its Subsidiaries, talgzen as a whole, or (iv) merger,
consolidation, business combination, recapitalization, liquidation, tissolution or similar transaction
involving the Company or any of its Subsidiaries whose business c;nstitutes 10% or more of the net
revenue, net income, operating income (before taxes) or assets of the bmpany and its Subsidiaries, taken
as a whole, other than the transactions contemplated by this Agreement. For purposes of this Agreement,
“Superior Proposal” means any bona fide Acquisition Proposal for orlin respect of at least a majority of
the outstanding Shares on termns that the Board of Directors of the Cofnpany determines in its good faith
judgment (after consultation with a financial advisor of nationally l*ecogmzed reputation, taking into
account all the terms and conditions of the Acquisition Proposal, including any break-up fees, expense
reimbursement provisions and conditions to consummation) are more favorable to all of the Company's
stockholders than the Merger. i
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ARTICLE 6
COVENANTS OF ACQUIROR

P 23

Acquiror agrees that:

CILRPY P2

SECTION 6.01, Conduct of Acquiror. From the date hereof until the Effective Time, Acquiror
and its Subgidiaries shall conduct their business in the ordinary course c I'-.onsment with past practice and
shall use their reasonable best efforts to preserve intact their business org,amzanons and relationships with
third parties. Without limiting the generality of the foregoing, and excep}. with the prior written consent of
the Company (which consents shall not be unreasonably withheld or deBaycd) or as contemplated by this
Agreement, from the date hereot‘ until the, Effective Time: i

(a) Acquiror will not adopt 2 plan or agreement of complete ér partial liquidation, dissolution,
restructuring, recapitalization or other material reorganization of Acqutrdr,

§
()] Acqmror will not, and will not permit any Subsidiary of thelAcqulror to, redeem, purchase or
+ otherwise acquire directly or indirectly any of the Acquiror's capitdl stock, except for repurchases,
- redemptions or acquisitions () requlred by the terms of its capital stocl!i or any securities outstanding on
the date hereof, (v) required by or in connection with the respectxve temns as of the date hereof, of any
Acquiror Employee Plan, or any dividend reinvestment plan as in effect !ou the date hereof in the ordinary
course of the operations of such plan consistent with past practice or (3. ) effected in the ordinary course

consistent with past practice; !

i
b

(c) except for any such change which is required by reason of aliconcurrent change in GAAP or a
rule or release promuligated by the SEC, the Acquiror will not, and wilj not permit any Subsidiary of the
Acquiror to, change any method of accounting or accounting practice (other than any change for tax
purposes) used by it;

14

mx e

{d) Acquiror will not, and will not permit any of its Subsxdxanés to, take any action that would
make any representation or warranty of Acquiror hereunder inaccurate 1h any respect at, or as of any time
prior to, the Effective Time; and
i
e (@A cquiror-will-not; and-wilt-not: permit-any-of- I&Subsxdlme¢ to;-agree-or-commit 1o-do-any-of - e
the foregoing. J

SECTION 6.02. Obligations of Merger Subsidiary. Acquuo" will take all action necessary to
cause Merger Subsidiary to perform its obligations under this Agreemem and to consummate the Merger
on the terms and conditions set forth in this Agreement. i

SECTION 6.03. Form S-4. Subject to the terms and conditionsg of this Agreement Acquiror shall
prepare and file with the SEC under the 1933 Act the Form S-4, and shafl use its reagonable best efforts to
cause the Form S-4 to be declared effective by the SEC as prompfly as practicable. Acquiror shall
promptly take any action required to be taken under foreign or statp securities or Blue Sky laws in
connection with the issuance of Acquiror Common Stock in connection twnh the Merger.

{

SECTION 6.04. Stock Exchange Listing. Acquiror shall use fts reasonable best efforts to cause
the shares of Acquiror Common Stock to be issued in connection with the Merger to be listed on the
NYQE, subject to official notice of issuance. !

c:EC’I'ION 6.05. Director, Officer and Employee Liability. d:-.) For six years after the Effective
Time, Acquiror shall indemnify and hold harmless the individuals whd, on or prior to the Effective Time
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were officers, directors and employees of the Company or »tsi Subsidiaries (collectively, the
“lndemnitees”) with respect to all acts or omissions by them in their ¢apacities as such or taken at the
request the Company or any of its Subsidiaries at any time prior to f}hc Effective Time to the extent
provided under the Company’s certificate of incorporation and bylaWs in effect on the date hereof.
Acquiror shall cause the Surviving Corporation to honor all indemuification agreements with Indemnitees
(including under the Company’s bylaws) in effect as of the date herdof in accordance with the terms
thereof. To the best knowledge of the Company, the Company has‘i disclosed to Acquiror all such
indemnification agreements prior to the date hereof. i

(b)  For six years affer the Effective Time, Acquiror shall [f.vroctue the provision of officers’
and directors’ liability insurance and employee practices insurance in respect of acts or omissions
occurring prior to the Effective Time covering each such Person curr'kéntly covered by the Company’s
officers® and directors’ liability insurance policy and employee practicds insurance policy on terms with
1espect to coverage and in amounts no less favorsble than those of sdich policies in effect on the date
hereof; provided, that if the aggregate annual premiums for such insuradce at any time during such period
shall exceed 200% of the per annum rate of premium paid by the Company and its Subsidiaries as of the

- date hereof for such insurance, then Acquiror shall, or shall cause its Jubsidiaries to, provide only such
" coverage as shall then be available at an annual premium equal to 200% fof such rate.
i

(c) ~ The obligations of Acquiror under this Section 6.05 shill not be terminated or modified
in such a manner as to adversely affect any Indemnitee to whom thislfSecﬁon 6.05 applies without the
consent of such affected Iindemnitee (it being expressly agreed that the jndemnitees to whom this Section
6.05 applies shall be third party beneficiaries of this Section 6.05). i

. b

SECTION 6.06. Employec Benefits. (2) From and after the Effective Time, Acquiror shall canse
the Surviving Corporation to honor in accordance with their terms all Benefits and obligations under the
LADD Furniture, Inc. Exécutive Retirement Plan (the “ERP”), the Magagement Deferred Compensation
Plan and the employment agreements between the Company and certain Executives and, subject to
Section 6.06(b), the other Company Employee Plans, each as in effect #n the date bereof (or as amended
as permitted by Section 5.01(f) or with the prior written consent of Ac{ﬁuiror, which consent shall not be
unreasonably withheld or delayed), to the extent that entitlements or rights exist in respect thereof as of
the Effective Time. Acquiror and the Company hereby agree that the donsummation of the Merger shall

constitute a “Change in Control” for purposes of the Company Option Elans, the employment agreements
between the Company and certain Executives, and the Supplemental Retirement Income Plan for Salaried
Employees of LADD Furniture, Inc, (the “SERP"), pursuant to the tefims of such plans in effect on the
date hereof. Except as provided in Section 6.06(f), no provision of this !{Section 6.06(a) shal) be construed
as a limitation on the right of Acquiror to amend or terminate any Coinpany Employee Plans which the
Company would otherwise have under the terms of such Company Erfaployee Plan, and no provision of
this Section 6.06(a) shall be construed to create a right in any employsit or beneficiary of such employee
under a Company Employee Plan that such employee or beneficiary whuld not otherwise have under the
terms of such Company Employee Plan. ]

]

(b) Except for any changes required by law or initiated by| insurance carriers, for one year
following the Effective Time, Acquiror shall continue to provide to inq_ividua]s who are employed by the
Company and its Subsidiaries as of the Effective Time who remain] employed .with Acquiror or any
Subsidiary of Acquiror (“Affected Employces™), for so long as such Affected Employees remain
employed by Acquiror ér any Subsidiary of Acquiror, employee benefits (other than salary or incentive
compensation) which, in the aggregate, are no less favotable than thipse provided to employees of the
Company prior to the Effective Time pursuant to the Company Emjployee Plans as provided to such
employees immediately prior to the Effective Time. i

4 . i

!!
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(c) Acquiror will, or will cause the Surviving Corporation to, g:n/e Affected Employees full credit
for purposes of eligibility, vesting, benefit accrual (including benefits dccrued under any defined benefit
" pension plang) and determination of the level of benefits wtder fany employee benefit plans or
arrangements maintained by Acquiror or any Subsidiary of AcqmrcL for such Affected Employees’
service with the Company or any Subsidiary of the Company to thd same extent recognized by the
Company immediately prior-to the Effective Time; provided, however,l] that (i) in the case of a qualified
defined benefit plan maintained by Acquiror or its Subsidiaries, setvice prior to 1997 shall not be
recognized; (ii) in the case of a non-qualified defined benefit plan of AY:quu'or or any of its Subsidiaries,
pre-Effective Time service of an Affected Employee with the Compsdhy or any of its Subsidiaries for
benetit accrual purposes for such peaod of time as an Affected Emplbyee is credited with service for
benefit accrual purposes under the ERP, as in effect on the date hereo £} shall not be recognjzed; and (iii)
in the case of a qualified or non-qualified defined contribution plan of Acqmror or any of its Subsidiaries,
Acquiror shall be required only to recognize pre-Effective Time partxquatxon of an Affected Employee in
guahf ied ‘or non-qualified defined contribution plan of the Compsqiy or any of its Subsidiaries for
purposes of determining eligibility for matching or other contributions alhd the level of such contributions.
(d) Acquiror will, or will cause the Surv:vmg Corporation to, ilx) waive all limitations as to pre-
efisting conditions, exclusions and waiting periods with respe ‘110 to participation and coverage
rejuirements applicable to the Affected Employees under any welfare benefit plans that such employees
may be el;glble to participate in after the Effective Time, other than limitations or waiting periods that are
already in effect with respect to such employees and that have not beengsatxsﬁed as of the Effective Time
under any welfare plan maintained for the Affected Employees unmedfntely prior to the Effective Time,
and (ii) provide each Affected Employee with credit for any c&paymengs and deductibles paid prior to the
Effective Time in satisfying any applicable deductible or out-of-pocket requirements under any welfare
plans that mch?mployees are eligible to participate in after the Eﬂ'ecttwl Time.
I
(e) Acﬁulror agrees to cause the bepefits payable pursuant to thé terms of the SERP to be paid to
the beneficiaries*of the SERP promptly following the Effective Time,

y
(f) Acquiror agrees that the ERP and the Management Defefred Compensation Plan shail be

administered iri accordance with the past practices and mterpmtandms of the Company’s Board of
Directors and the Corporate Benefits Committee (the “Committec™) (includmg those past practices and

=iy terpretations-previously-disclosed-by-the Company to-Acquiror) with- Lespect to-eligibility; vesting; term
and payment, among other matters. Any question regarding the past p‘*act:ces and interpretations of the
Company’s Board of Directors and the Committee and the apphcatlom thereof to the type of facts and
circumstances in a given case shall be referred to the Committee for a 1linal decision with respect thereto,
which decision shall not be inconsistent with the intention of this Agreeﬂnent and the Merger.

(g) If it is determined that any payment or distribution of an;if type to or for the benefit of an
Affected Employee or any participant in a Company Employee Plah (the “Recipient’) made by the
Company, the Acquiror, or any Subsidiary of the Company or the Ac}quxror, or by any affiliate of such
Person, whether paid or payable or distributed or distributable pursiiant to the terms of a Company
Employee Plan or otherwise (the “Total Payments™), would be subjpct to the excise tax imposed by
Section 4999 of the Code or any interest or penalty with respect to raUCh excise tax (such excise tax,
together with any such interest or penalty, are collectively referred fo as the “Excise Tax™), then the
Recipient shall be entitled to receive an additional payment (an “meslL Tax Restoration Payment”) in an
amount that shall fund the payment by the Recipient of any Excise Ta1; on the total payments, as well as
all income taxes imposed on the Excise Tax Restoration Payment, any excise tax imposed on the Excise
Tax Restoration Payment, and any interest or penalties imposed with lespect to taxes on the Excise Tax
Restoration or any Excise Tax. 4

D
.
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ARTICLE 7 5

COVENANTS OF ACQUIROR AND THE C{;)MPANY
The parties hereto agree that: ‘ ,

]

SECTION 7.01. Reasonable Best Efforts, The Company add Acquiror shall each cooperate
with the other and use (and shall use reasonable best efforts to cause thirir respective Subsidiaries to use)
their respective reasonable best efforts to promptly (i) take or cause 1!p be takén all actions, and do or
cause to be done all things, necessary, proper or advisable under this Agreement and applicable laws to
consummate and make effective the Merger and the other transactions clpntemplated by this Agreement as
soon as practicable, -inciuding; without limitation, preparing and filirig as promptly as practicable all
documentation to effect all necessary filings, notices, petitions, stateménts, registrations, submissions of
information, applications and other documents and (ii) obtain all aipprovals, consents, registrations,
permits, authorizations and other confirmations required to be obtainefl fromy any third party necessary,
proper or advisable to consummate the Merger and the other tremsactions contemplated by this
Agroement. Subject to applicable laws relating to the exchange of information, the Company and
Acquiror shall have the right to review in advance, and to the extentfpracticable each will consult the
other on, all the information relating to the Company and its Subsidiaries or Acquiror and its Subsidiaries,
as the case may be, that appears in any filing made with, or written mat¢rials submitted to, any third party
and/or any governmental authority in connection with the Merger and thlae other transactions contemplated
by this Agreement.

. i

SECTION 7.02. Certain Filings. The Company and Acquiron|shall coaperate with one another
(a) in connection with the preparation of the Company Proxy Statément and the Form S-4, (b) in
determining whether any action by or in respect of, or filing with, afy governmental body, agency or
official, or authority is required, or any actions, consents, approvals or Waivers are required to be obtained
from parties to any material contracts, in connection with the cdnsummation of the transactions
contemplated by this Agreement and (c) in seeking any such actions, j:onsents, approvals or waivers or
making any such filings, furnishing information required in connecﬁo[: therewith or with the Company
Proxy Statement or the Form S-4 and seeking timely to obtain any sugh actions, consents, approvals or

’

walvers. d

SECTION 7.03. Access to Information. From the date heret;ff until the Effective Time, to the
extent permitted by applicable law, the Company and Acquiror will lgive the other party, its counsel,
financial advisors, auditors and other authorized representatives rbasonable access to the offices,
properties, books and records of such party and its Subsidiaries during/normal business hours, furnish to
the other party, its counsel, financial advisors, auditors and other authorjzed representatives such financial
and operating data and other information as such Persons may reasonably request and will instruct its own
employees, coutisel and financial advisors to cooperate with the othé}' party in its investigation of the
business of the Company or Acquiror, as the case may be; provided Lthat no investigation of the other
party’s business shall affect any representation or warranty givenﬁ by either party hereunder. All
information obtained by Acquiror or the Company pursuant to this Section shall be kept confidential in
accordance with, and shall otherwise be subject to the terms of, the Co:ﬁﬁdentiality Agreement dated June
17, 1999 between Acquiror and the Company (the “Confidentiality Agrl,":ement”).

].

SECTION 7.04. Public Announcements. Acquiror and thelECompany will consult with each
other before issuing any press release or making any public statement With respect to this Agreement and
the transactions contemplated hereby and shall not issue any such presﬁ;s release or make any such public
statement withont the prior consent of the other party, which consent shall not be unreasonably withheld
or delayed. Notwithstanding the foregoing, any such press release or ppblic stateinent as may be required
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by applicable law or any listing agreement with any national secunttest exchange may be issued prior to
such consultation, if the party making such release or statement has used its reasonable efforts to consult
with the other party. 3

r

SECTION 7,05, Further Assurances. At and after the Eﬁ'ecti\'t_’e Time, the officers and directors
of the Surviving Corporation will be authorized to execute and deliver, Kin the name and on behalf of the
Company or Merger Subsidiary, any deeds, bills of sale, assignments or assurances and to take and do, in
the name and on behalf of the Company or Merger Subsidiary, any |other actions and things to vest,
perfect or confirm of record or otherwise in the Surviving Corporation fmy and all right, title and interest
in, to and under any of the rights, propertles or assets of the Company 'acquued or to be acquired by the
Sun'lvmg Corpomtuon as a result of, or in connection with, the Merger. ; i

SECTION 706 Notices of Certain Events. (a) Each of tﬁe Company and Acquiror shall

promptly notify the other party of: .- H
. 3

(i) any notice or other communication from any Person allegingi-‘that the consent of such Person is
or may be requu'ed in connection with the transactions conteraplated by E}us Agréement; and

(ii) any notice or other communication from any govemmenfal .or regulatory agency or authority
in connection with the trapsactions contemplated by this Agreement.

(b) The Company and Acquiror shall promptly notify the other vLany of any actions, suits, claims,
investigations or proceedings commenced or, to the best of its knowledge threatened against, relating to
or involving or otherwise affecting such party or any of its Subsidiaries lwhu:h relate to the consummation
of the transactions contemplated by this Agreement. ,:

SECTION 7.07. Affilintes. (2) The Company shall use its redlsonabxe best efforts to deliver to
Acquiror, m;.hm 15 days of the date hereof, a letter agreement subst: otially in the form of Exhibit A
hereto exes!)tad by each Person listed on Schedule 7.07(a). 4

e :
b) Pnor to the Effective Time, the Company shall cause to .ue delivered to Acquiror a letter

identifying, to the best of the Company’s knowledge, all Persons who?are, at the time of the Company
Stockholder Meeting, “affiliates” of the Company. for purposes of R\Illg. _145 under the 1933 Act. The
Company shall furnish such information and documents as Acquirorf may reasonably request for the

purpose of reviewing such list. The Company shall use its reasonable jbest efforts to cause each Person

who is so identified as an affiliate to deliver to Acquiror on or pnébr to the Effective Time a letter

agreement substantially in the form of Exhibit A to this Agreement.

b
SECTION 7.08. Tax Treatment. (a) Each of Acquiror and nthe Company shall not take any
action and shall not fail to take any action which action or failure tg act would prevent, or would be

reasonably likely to prevent, the Merger from qualifying as a 368 Rcorg#amzatxon

(b) Acqniror shall use its reasonable best efforts to provide §o Miller, Canfield, Paddock and
Stone, P.L.C. and to Kilpatrick Stockton LLP a certificate substantially in the form attached hereto as
Exhibit B-1. The Company shall use its reasonable best efforts to protv1de to Miller, Canfield, Paddock
and Stone, P.L.C. and to Kilpatrick Stockton LLP a certificate substannauly in the form attached hereto as
Exhibit B-2. A

’
: f
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ARTICLE 8
CONDITIONS TO THE MERGER?[
i

SECTION 8.01. Conditions to the Obligations of Each| Party. The obligations of the

Company, Acquiror and Merger Subsidiary to consurmmate the Merger lare subject to the satisfaction (or,
to the extent legally permissible, waiver) of the following conditions: i

(a) this Agreement and the Merger shall have been approved by(the stockholders of the Company
in accordance with North Carolipa law; i

o t
Lot A N

(b) any applicable waiting period under the HSR Act relating tdf the Merger shall have expired or
been terminated; : |

(c) no provision of any applicaible law or regulation and no jud;‘:ment, injunction, order or decree
shall prohibit or enjoin the consummation of the Merger; :
(d) the Form S-4 shall have been declared effective ander {?he 1933 Act and no stop order
suspending the effectiveness of the Form S-4 shall be in effect and no proceedings for such purpose shall
be pending before or threatened by the SEC; and ;
(e) the shares of Acquiror Common Stock to be issued in the M%rger shall have been approved for

listing on the NYSE, subject to officjal notice of issusance. :
SECTION 8.02. Conditions to the Obligations of Acqnim(fr and Merger Suobsidiary. The
obligations of Acquiror and Merger Subsidiary to consummate the Metger are subject to the satisfaction

(or, to the extent legally permissible, waiver) of the following further conditions: -

(2) (i) the Company shall have performed in all material respecigfs all of its obligations hercunder
required to be performed by it at or prior to the Effective Time, (ii) theFrepresentations and warranties of
thc Company contained in this Agreement and in any certificate of other writing delivered by the
Company pursuant hereto shall be true and correct (without givinis effect to any limitation as to
“materiality” or “Material Adverse Effect” set forth therein) at and as of the Effective Time as if made at

me———and-ag-of such-time-(except to-the-extent-expressly made as of an earliey date); except where the failure of
such representations and warranties to be true and correct (without giting effect to any limitation as to
“materiality” or “Material Adverse Effect” set forth therein) would noﬂ,l‘. individually or in the aggregate,
have a Material Adverse Effect on the Company and (jii) Acquiror shall bave received a certificate signed
by a the Chief Executive Officer and the Chief Financial Officer of the Eompany to the foregoing effect;
i
)

(b) there shall not be instituted or pending any action or f;broceeding by amy governmental
authority (whether domestic, foreign or supranational) before any cdurt or govemmental authority or
agency, domestic, foreign or supranational, (i) seeking to restrain, prohlbit or otherwise interfere with the
ownership or operation By Acquiror or any Subsidiary of Acquiror of afl or any portion of the business of
the Company or any of its Subsidiaries or of Acquiror or any of its Subgidiaries or to compel Acquiror or
any Subsidiary of Acquiror to dispose of or hold separate all or any porg'ion of the business or assets of the
Company or any of its Subsidiaries or of Acquiror or any of its Subsjdiaries, (if) seeking to impose or
confirm limitations on the ability of Acquiror or any Subsidiary of Aéquiror effectively to exercise full
rights of ownership of the Shares (or shares of stock of the Surviving Corporation) including, without
linitation, the right to vote any Shares (or shares of stock of the Surviving Corporation) on any matters
properly presented to stockholdets or (ili) seeking to require divesﬁturé, by Acquiror or any Subsidiary of
Acquiror of any Shares (or shares of stock of the Surviving Corporatioh) if any such matter referred to in
clause (i), (ii) or (iii) hereof could reasonably be expected to msuldfi'in a substantial detriment to the
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Acquiror and its Subsidiaries (including the Company and its Subsidiaties), taken as a whole (any such
substantial detriment being referred to in this Agreement as a “Substantisil Detriment”);

(c) there shall not be any statute, nule, regulation, injunction, oi}fier or decree, enacted, enforced,
promulgated, entered, issued or deemed applicable to the Merger and th® other transactions contemplated
bereby (or in the case of any statute, rule or regulation, awaiting si .,ature or reasonably expected to
become law), by any court, government or governmental authorityjor agency or legislative body,
domestic, foreign or supranational, that is reasonably likely, directly or indirectly, to result in a
Substantial Detriment; 'I
|

(d) (i) all required approvals or consents of any governmenfal authority (whether domestic,
foreign or supranational) in connection with the Merger and the consutimation of the other transactions
contemplated hereby shall have been obtained (and all relevantf statutory, regulatory or other
governmental waiting periods, whether domestic, foreign or supranatioral, shall have expired) unless the
failure to rcceive any such approval or consent would not be reasonablly likely, directly or indirectly, to
result in a Substantial Detriment and (ii) all such approvals and consent; which have been obtained shall
be on terms that are not reasonably likely, directly or indirectly, to resultiin a Substantial Detriment;

i

(e) Acquiror shall have received an opinion of Miller, Canfield, Paddock and Stone, P.L.C. in
form and substance satisfactory to Acquiror, dated the Closing Date, © the effect that, on the basis of
certain facts, representations and assumptions set forth in the opiniod, the Merger will be treated for
federal income tax purposes as a reorganization qualifying under the piovisions of Section 368(a) of the
Code and each of Acquiror, Merger Subsidiary and the Company will be a party to the reorganization
within the meaning of Section 368(b) of the Code. In rendering sucl& opinion, such counsel shall be
entitled to rtely upon certain representations of officers of Acquirgy and the Company reasonably
requested by counsel, including without limitation those contained in ce?ftiﬁcates substantislly in the form

attached as Exhibits B-1 and B-2; ‘l

. i
(D) since the date of this Agreement, there shall not have been any event, occurrence, development

or state of circumstances which, individually or in the aggregate, Bas had or would reasonably be
expected to have a Material Adverse Effect on the Company. 1

(g ) the T parties “‘“sh‘a"ll'*fh“ave‘“‘re‘c‘e“i‘v‘ed‘f’a‘llf’»“required*‘approva]s:"an:ﬂ*‘third‘“"party“‘consents*f“listed**o|1"““*=W e
Schedule 8.02(e); !l
§ ‘

(h) Affiliate Agreements in form of Exhibit A, executed by cac!;.n Person who could reasopably be
deemed to be an “affiliate” of the Company (as that term is used in Ru?e 145 under the 1933 Act), shall

have been delivered to Acquirer and shall be in full force and effect.

SECTION 8.03. Conditions to the Obligations of the dpmpany. The obligation of the
Company to consummate the Merger is subject to the satisfaction (or,jto the extent legally permissible,
waiver) of the following further conditions: :i

(a) (i) Acquiror shall have performed in all material respectd all of its obligations hereunder
required to be performed by it at or prior to the Effective Time, (ii) thd% representations and warranties of
Acquiror contained in this Agreement and in any certificate or othér writing delivered by Acquiror
pursuant hereto shall be true and correct (without giving effect to any limitation as to “materiality” or
“Material Adverse Effect” set forth therein) at and as of the Effective (ime as if made at and as of such
time (except to the extent expressly made as of an eaclier date), éixcept where the failure of such
representations and warranties to be true and correct (without givifig effect to any limitation as to
“materiality” or “Material Adverse Effect” set forth therein) would no‘(;, individually or in the aggregate,

f
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[
have a Material Adverse Effect on the Acquiror and (iii) the Company, shall have received a certificate
signed by an executive officer of Acquiror to the foregoing effect; ]

i

q
(b) the Company shall have received an opinion of Kilpatrick Stockton LLP in form and substance
satisfactory to the Company, dated the Closing Date, to the effect thut, on the basis of certain facts,
representations and assumptiops set forth in the opinion, the Merger will be treated for federal income tax
purposes as a reorganization qualifying under the provisions of Sectio:‘,{ 368(a) of the Code and each of
Acquiror, Merger Subsidiary and the Company will be a party to the reojganization within the meaning of
Section 368(b) of the Code. In rendering such opinion, such counsel shall be entitled to rely upon certain
representations of officers of Acquiror and the Company reasonably lrequested by counsel, including
without limitation those contained in certificates substantially in the forr.{?\ attached as Exhibits B-1 and B-
2. In the event that such counsel does not render such opinion, thij condition shail nevertheless be
satisfied if the same opinion delivered to the Acquiror pursuant to};Section 8.02(e) above shall be
delivered to the Cotupany and shall be reasonably satisfactory to the Coripany in form and substance; and

(c) since the date of this Agreement, there shall not hm;l'az been any event, occurrence,
development or state of circumstances which, individually or in tb:&: aggregate, has had or would
reasonably be expected to have a Material Adverse Effect on Acquiror.

!
|
K]

ARTICLE 9 !
TERMINATION |

SECTION 9.01. Termination. This Agreement may be teni}ninated and the Merger may be
abandoned at any time prior to the Effective Time (potwithstanding any approval of this Agreement by
the stockholders of the Compauy): g

2

(a) by mutual written consent of the Company and Acquiror;

(b) by either the Company or Acquiror,

(i) _if the Merger has not been consummated by Mq'i'ch 31, 2000 (the “End Date”),

provided that if (x) the Effective Time has not occurred by suchiiate by reason of non-satisfaction
of any of the conditions set forth in Sections 8.01(b), 8.01(d), $.02(b), 8.02(c) or $.02(d) and (y)
all other conditions in Article 8 have theretofore been saﬁisﬁed or (to the extent legally
permissible) waived or are then capable of being satisfied, theiEnd Date will be June 30, 2000;
provided further that the right to terminate this Agreement und;&r this Section 9.01(b)(i) shail not
be available to any party whose failure to fulfill in any materia% respect any obligation under this
Agreement has caused or resulted in the failure of the Effective Time to occur on or before the
hl

End Date; or 1

. I
* (ii) if the Company Stockholder Approval shall not hajre been obtained by reason of the
failure to obtain the required vote at a duly held meeting of jstockholders or any adjournment
thereof. ' 'j

(c) by either the Company or Acquiror, if there shall be ag'xy law or regulation that makes
consummation of the Merger illegal or otherwise prohibited or if ary judgment, injunction, order or
decree enjoining Acquiror or the Company from consummating the Mefgey is entered and such judgment,
injunction, order or decree shall become final and nonappealable; ;
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(d) by Acquiror, if the Board of Directors of the Company shall have failed to recommend or
withdrawn or modified or changed in & manner adverse to Acquiror its approval or recommendation of
this Agreement or the Merger or shall have failed to call the Company Stockholder Meeting in accordance
with Section 5.02, or shall have recommended a Superior Proposal Q"or the Board of Directors of the

Company resolves to do any of the foregoing);

(e) by the Company, if (i) the Board of Directors of the Cdlmpany authorizes the Company,
subject to complying with the terms of this Agreeient, to enter lﬁto a binding written agreement
concerning a trapsaction that constitutes a Superior Proposal and Company notifies Acquiror in
writing that it intends to enter into such an agreement, attaching the most current version of such
agreement (or a description of all material terms and conditions thexeoﬂ to such notice, (ii) Acquiror does
not make, within three business days of receipt of the Company’s wnéen notification of its intention to
enter info a binding agreement for a Superior Proposal, an offer thﬂxt the Board of Dircectors of the
Company determines, in goad faith after consultation with its financial hdvisors, is at least as favorable to
the stockholders of the Company as the Superior Proposal, it being undésstood that the Company shall not
enter into any such binding agreement during such three-day period mjtd (iii) the Company prior to such
termination pursvant to this clause (¢) pays to Acquiror in immediately} available funds the fees required
to be paid pursuant to Section 10.04. The Company agrees to notify A qmror promptly if its imtention to
enter into a written agreement referred to in its notification shall change at any time after giving such

notification or {
i

1

The party desiring to termipate this Apgreement pursuent to prlausc (®), (c), (@) or (e) of this
Section 9.01 shall give written notice of such termination to the otherl'pmy in accordance with Section
10.01, specifying the provision hereof pursuant to which such termmatu;n is effected.

SECTION 9.02. Effect of Termination. If this Agreement {s terminated pursuant to Section
9.01, this Agreement shall become void and of no effect with no liability on the part of any party hereto,
except that (a) the agreements contained in this Section 9.02, in Sectiof 10.04, and in the Confidentiality
Agreement shall survive the termination hereof and (b) no such termingtion shall relieve any party of any
liability or damages resulting from any willful breach by that party of tﬁns Agreemeut

ARTICLE 10
MISCELLANEOUS

SRR ORI

!
SECTION 10.01. Notices, All notices, requests and othd} communications to apy party
hereunder shall be in writing (including facsimile or similar writing) an{li shall be given,

if to Acquiror or Merger Subsidiary, to: '
La-Z-Boy Incorporated |
1284 North Telegraph Road
Monroe, Michigan 48162
Attention: President

Fax: 734-457-2005

with a copy to:
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Miller, Canfield, Paddock and Stone, P.L.C. |
150 West Jefferson Avenue, Suite 2500
Detrcit, Michigan 48226

Attention: David D. Joswick

Fax: 313-496-8451

if to the Company, to:
LADD Furniture, Inc.
4620 Grandover Parkway i

Greensboro, “North Carolina 27407
Attention: President

' Eh Wlth acopy to

B Lt e

K)jpamck Stockton LLP
1001 West Fourth Street i
Winston-Salem, North Carolina 27101 4|
Attention: Robert E. Esleeck :
Fax: 336-607-7505 :
3

or such other address or facsimile number as such party may hereafter spkcxfy for the purpose by notice to
the other parties hereto. Each such notice, request or other commumcaﬂ!on shall be effective (a) if given
by facsimile, when such facsimile is transmitted to the facsimile numbey specified in this Section and the
appropriate f‘acstmlle confirmation is received or (b) if given by any otlner means, when delivered at the
address specified in this Section. ..'

4

SECTION 10.02. Nou-Survival of Representations and Wa{jranhes. The representations and

~ warranties contained herein and in any certificate or otber writing deﬁavered pursuant hereto shall nat

survive the Effective Time or the termination of this Agreement. u!

4

SECTION 10.03. Amendments; No Waivers. (3) Any pfo’v'{‘gﬁh of this Agreement (including
the Exhibits and S¢hedules hereto) may be amended or waived prior to the Effective Time if, and only if,
such amendment or waiver is in wriﬁng and signed, in the case of dn amendment, by the Company,
Acquiror and Merger Subsidiary, or in the case of a waiver, by the pastyagainst whom the waiver is to be
effective; prowded that after the adoption of this Agreement by the stocﬂholders of the Company, no such
amendment or waiver shall, without .the further approval of such stoqlkholders alter or change (i) the
amount or kind of conmsideration to be received in exchange for anky shares of capital stock of the
Company, (ii) any term of the certificate of incorporation of the Survtv%ng Corporation or (iii) any of the
terms or conditions of this Agreement if such alteration or change wowld adversely affect the holders of
any shares of capital stock of the Company. i
'|

(b) No failure or delay by any party in exercising any right, p}pwer or privilege hereunder shall
operate as a waiver thereof nor shall any single or partial exercise theﬂeof preclude any other or further
exercise thereof or the exercise of any other right, power or pnvﬂeg? The rights and remedies herein
provided shall be cumulative and not exclusive of any rights or remedie 8 provided by law,

SECTION 10.04. Expenses. (a) Except ag otherwise specxﬁed;im this Section 10.04 or agreed in
writing by the parties, all costs and expenses incurred in conuectipn with this Agreement and the
transactions contemplated by this Agreement shall be paid by the paﬂy incurring such cost or expense;
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prov:ded however, that if this Agreement is terminated by Acquiror w1t!kout consummation of the Merger
pursuant to’ $eouon 9.01(d) or as a resuit of any willful breach by the q‘l‘ompany of its obligations under
this Agreemém, or Acquiror becomes entitled to the fees provided foi: in Section 10.04(b)(i), then all
costs and: expenses incurred by Acquiror shall be paid by the Company. | (

(b) If '
’l

| () Acquiror shall terminate this Agreement pursuant to ‘>ectnon ©.01(d), unless at the time

failure to recommend, withdrawal or adverse modificafion or change, failure to call the

Company Stockholder Meeting or recommendation of a Superiér Proposal any of the conditions

in Section 8.03(4) or 8. 03(c) would not have been sat:s(fed as of such date and would not

be Tea nably capablie of being satisfied, .’;

(i1) either the COmpany ot Acquiror shall terminate thnlp Agreement pursuant to Section
9.01(b)(ii) in circumstances where the Company Stockholder Adfproval has not been obtained and

- prior t¢ the Company Stockholder Meeting an Acquisition Prop&sa.l is made by any Person and if
the Company enters into a definitive agreement within twelvelmontbs after termination of this
Agreement either (1) in respect of any Acquisition Proposal ! iwith such Person or any of its
affiliates or (2) in respect of any Acquisition Proposal with any Jother Person (other than Acquiror
or any|affiliate of Acquiror) providing, in the case of this clausd!(2), greater value per Share than
an amount equal to the product of the Exchange Ratio and the !average of the closing prices per
share of Acquiror Common Stock on the NYSE on the five busihess days immediately preceding
the. da of this Agreement, or ]

(iii) the Company shall terminate this Agreement pursuaht to Section 9.01(e),

then in any cgse as described in clause (i), (ii) or (iii) (each such case of ¢ écmnnatmn being referred to as a
“Trigger Event}) the Company shall pay to Acquiror (by wire transfer of immediately available funds not
later than the date of termination of this Agreement or, in the case of clayse (ii), the date of such definitive
agreement) atll amount equal to $7,000,000. Acceptance by Acquiror df the payment referred to in the
foregoing sentence shall constitute conclusive evidence that this Agreefnent has been validly terminated
and upon acegptance of payment of such amount the Company shall e fully released and dlscharged

“from any T bi ity or obligation resulting from or under this' Agreement qther than as provided in Sections
9.02 and 10404.

SEC." (ON 10.05. Successors and Assigns. The provisions oﬂthls Agreement shall be binding
upon and infie 1o the benefit of the parties hereto and their respechve [successors and assigns; provided
that no partyfmay assign, delegate or otherwise transfer any of its mghts or obligations under this
Agree ent without the consent of the other parties hereto except that Merger Subsidiary may transfer or
assign,| m- whple or from time to time in part, to one or more of ifs affiliates, its rights under this
Agreen;;nt, bt any such transfer or assignment will not relieve Menger Subsidiary of its obligations
hereunder. ; ' "|

®. L l
-” '.'." If
S 11 ON 10.06. Governing Law. This Agreement shall be oonsauzd in accordance with and
govemed | '.I ; Iaw of the State of Michigan, without regard to pnncxplf*s of conflicts of law.
A5 |
-SECTIX )N 10.07. Jurisdiction. Any suit, action or proceedmg[,seekmg to enforce any provision
of, or base'd;" any matter arising out of or in conmection with, thi Agreement or the transactions

each of thé parties hereby consents to the jurisdiction of such courts l( and of the appropriate appellate

contentplated h reby may be brought in any federal or state court locafed in the State of Michigan, and
courtjftherbf

) in any such suit, action or proceeding and urevoc#{bly waives, to the fullest extent
' i
] B
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permitted by law, any Objectl()n which it may now or hereafter have to tl'be laying of the venue of any such
suit, action or proceeding in any such court or that any such suit, action or proceeding which is brought in
any such court has been brought it an inconvenient forum. Process in auhy such suit, action or proceeding
may be served on any party anywhere in the world, whether within or without the jurisdiction of any such
court. Without limiting the foregoing, each party agrees that service of ffrocess on such party as provided
in Section: 10.01 shall be deemed effective service of process on such p
]
SECT!ON 10.08. Waiver of Jury Trial. EACH OF THE PARTIES HERETO HEREBY
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIALl BY JURY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATED TO THfS AGREEMENT OR THE
TRANSACTIONS CONTEWLATED HEREBY. '}

SECTION 10.09. Counterparts; Eﬂ'ectwenws This Agreemém may be signed in any number
of counterparts, each of which shall be an original, with the same effedt as if the signatures thereto and
hereto were upon the same instrument. This Agreement shall become bffective when each party hereto
shall have received counterparts hereof signed by all of the other parties jereto.

1

SECTION 10.10. Entire Agreement. This Agreement (including the Exhibits and Schedules
hereto) and the Confidentiality Agreement constitute the entire agretment between the parties with
respect to the subject matter of this Agreement and supersede all pnm{ agreements and understandings,
both oral and written, between the pames with respect to the subjectimatter hereof and thereof. This
Agreement shall be binding upon and inure solely to the benefit of eaclf- party hereto and nothing in this
Agreement, express or implied, is intended to confer upon any other Peru:on any rights or remedies of any
pature whatsoever under this Agreement. Notwithstanding the foregom;g and any other provision of this
Agreement to the contrary, any of the Indemnitees (as defined in Sectioil 6.05 hereof) and the Executives
and Company’s officers pursuant to Section 6.06 shall be entitled to ehforce the provisions of Sections
6.05 or 6.06 hereof. Acquiror shall pay, at the time they are incurref], all reasonable costs, fees and
expenses of one firm of counsel of the Indemnitees, the Executives or tHM Company’s officers incurred in
connection with the assertion of any rights on behalf of the Person set t'd?th above pursuant to this Section
10.10. : i

SECTION 10.11. Captions; Construction of Certain cmgtract Provisions. The captions

“herein are included for convenience of reference only and shall be ignored in the comstruction or
interpretation hereof. For purposes of this Agreement, the parties agrge that: (a) any provision of any
contract to which the Company or any Subsidiary is a party to the effect that the contract may not be

-assigned by the Company or Subsidiary without the other party’s consed; shall be construed not to require
such consent in conunection with the consummation of the Merger, | janless the provision specifically
requires consent in connection with a merger; and (b) any prowsmﬁ of any contract to which any
Subsidiary’ of the Company is a party that provides for termination oi" a change in its terms upon the
occurrerice of a change of control of the Subsidiary shall be construéﬂ not to require such consent in
connecuon with the consummation of the Merger. ,;

(

QECTION 10.12. Severability, If any term, provision, covenarit or restriction of this Agreement
is held by a court of competent jurisdiction or other authority to be irfvalid, void or unenforceable, the
remainder of the terms, provisions, covenants and restrictions of this Agreement shall remain in full force
and effect and shall in no way be affected, tmpaxred or invalidated o long as the economic or legal
substance of the tfansactions contemplated hereby is not affected in anyﬂmanner materially adverse to any
party. Upon such a determination, the parties shall negotiate in good fadth to modify this Agtecment SO as
to effect thé'original intent of the parties as closely as possible in an ad'ceptable manner in order that the
transactions contemplated hereby be consummated as originally cdntemplated to the fullest extent
possible.

,Ii
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IN WITNESS WHEREOF, the partics hereto have caused thxfi'. Agreement to be duly executed by
their respective authorized officers as of the day and year first above vritten.

i
LA-Z-BOY mcomomi]nn
i

By i

Its :

in
LZB ACQUISITION CORP,
| |
By |

Its ;
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IN WITNESS WHEREOF, the parties hereto have caused thifl Agreement to be duly executed by

their respective authorized officers as of the day and year first above vfiﬁtteu.

1
LADD FURNITURE, INC. 1
?
By i
i
Its ;
i
:§

LA-Z-BOY INCORPORA'I{{ED

o
zl _
By J_é_qmi&_ii_ig%&_‘
tts fsipawr + CHEF /st OFFrect-
!!

"
J
)
v

)

LZB ACQUISITION CORY.

-} rmmma-.

Its 72695445 O

By

R f e amma ]

]
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AMENDMENT NO. 1 TO |
AGREEMENT AND PLAN OF ME&IGER

AMENDMENT NO. | TO AGREEMENT AND PLAiN OF MERGER dated as of
December 13, 1999 among LADD FURNITURE, INC., a North Carolina corporation
(the ‘Company”), LA-Z-BOY INCORPORATED, a M1ch1§an corporation (“Acquiror”),
and LZB ACQUISITION CORP., a newly-formed Mlchxoq}n corporation and a wholly-
owned first-tier subsidiary of Acquiror (“Merger Subsidiary’] ?

WHEREAS, Acquiror, Merger Subsidiaty and the lCompany are pamcs to an
Agreement and Plan of Merger dated as of Septembq"r 28, .1999 (the “Existing

Agreement™); and a.
WHEREAS, the parties wish to amend the Existing Aglkzement as provided below;

NOW, THEREFORE, in consideration of the prq)mxses and the respective
representations, warranties, covenants, and agreements st forth herein and in the
Existing Agreement, the parties hereto agree as follows: g

1. Amendment of Existing Agreement. Effecuvpe as of September 28, 1999,

the Existing Agreement is hereby amended as follows: ]

1.1 Section 1.02(a)(iii). Section 1.02(a)(iii) is hmended to read 1 its
entirety as follows:

(iii) each Share outstandmg immediately prior to the ,,Effecnve Time shall,
except as otherwise provided in Section 1.02(a)(i), be converted into the right to
receive 1.18 (the “Exchange Ratio™) shares of fully paid and nonassessable
common stock, $1.00 par value, of Acquiror (“Acquiror Common Stock™).

127 Section 1.02(c). Section 1; 02(c)is amended }0 read m its entirety as

follows: ~ .}g

(¢) From and after the Effective Time, all Shares con iverted in accordance
with Section 1.02(a)(jii) shall no longer be outstanding and ¢hall automatically be
canceled and retired and shall cease to exist, and each hﬁ)lder of a certificate
representing any such Shares shall cease to have any nghts, with respect thereto,
except the right to receive the Merger Consideration (a% defined below), as
applicable, and any dividends payable pursuant to Section 1.03(0 From and after
the Effective Time, all certificates representing the com fon stock of Merger
Subsidiary shail be deemed for all purposes to represent the number of shares of
common stock of the Surviving Corporation into which thi'y were converted in
accordance with Section 1.02(a)(ii). ’

1.3 Section 1.04. Section 1.04 is amended to read m its entirety as
follows:

SECTION 1.04. Stock Options. (a) At the Eﬁfecnve Time, each
outstandmg option to purchasc Shares (a “Company Stopk Option™) pgranted
under the Company’s plans identified in Schedule 1.04 (collectively, the
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“Company Stock Option Plans”), whether vested or not vejted, shall be deemed
assumed by Acquiror and shall thereafter be deemed to cipnstitute an option to
acquire, on the same terms and conditions as were applicable under such
Company Stock Option prior to the Effective Time, the niimber (rounded up to
the nearest whole number) of shares of Acquiror Common Stock determined by
multiplying (x) the number of Shares subject to such Company Stock Option
immediately prior to the Effective Time by (y) the Exchangh Ratio, at a price per
share of Acqulror Common Stock (rounded up to the nearest whole cent) equal to
(A) the exercise price per Share otherwise purchasabfie pursuent to such
Company Stock Option divided by (B) the Exchange Ratip; provided, however,
that in the case of any Company Stock Option to which Sdctxon 422 of the Code
applieg, the adjustments provided for in this Section shall b effected in a manner
consistent with the requirements of Section 424(a) of the Cpde. In addition, prior
tothe Effective Time, the Company will make any amcnqmentq to the terms of
such stock option or compensation plans or arrangemcntq‘ that are necessary to
give effect to the transactions contemplated by this Section. The Company
represents that no consents are necessary to give effedt to the transactions
contemplated by this Section.

1.4 Section 1.10, Section 1.10 is deleted in its e}ntlrety

1.5 Section 8.02. The introductory paragraﬁh of Section 8.02 is
amended to read in its entirety as follows: ‘,
SECTION 8.02. Conditious to the Obligations of Amqmror and Merger
Subsidiary. The obligations of Acquiror and Merger Subqhdxary to consurnrnate
the Merger are subject to the satisfaction (or, to the extehit legally permissible,
waiver, except that the condition specified in subsection (qi') may not be waived)
of the following further conditions: ..
1.6 Section 8.02(e). Section 8.02(e) is amended' to read in its entirety as

follows lr

~ (&) Acquiror shall have received an opinion of Mﬂﬁer ‘Canfield, Paddock
and Stone, P.L.C. as to federal income tax matters that is ﬂﬁentxcal in all material
respects to the opinion of that firm which is des!-:nbed in the proxy
statement/prospectus included in the Form S-4 at the time the Form S-4 becomes
effective. In rendering such opinion, such counsel shall b entitled to rely upon
certain representations of officers of Acquiror and tth: Company reasonably
requested by counsel, including without limitation those c’antmned in certificates
substantially in the form attached as Exhibits B-1 and B-2;} '

1.7 Section 8.02(g). Section 8.02(g) is amendedl to read in its entirety as
follows: ,

. (&) the parties shall have received all required apprrovals and third party
consents under the contracts listed on Schedule 3.04; and ':

1.8 Section 8.03. The introductory pa:agrajph of Section 8.03 is
amended to read in its entirety as follows: !

SECTION 8.03. Conditions to the Obligations pf the Company. The
obligation of the Company to consummate the Merler is subject to the
satisfaction (or, to the extent legally permlsmble w. iver, except that the

1]
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condition specified in subsection (b) may not be waived) o‘h the following further
conditions: i
1.9 Section 8.03(b). Section 8.03(b) is amende%d to read in its entirety
[
as follows: h
L
(b) the Company shall have received an opinion of K}jilpau‘ick Stockton LLP
as to federal income tax matters that is identical in all miaterial respects to the
opinion of that firm which is described in the proxyl statement/prospectus
included in the Form S-4 at the time the Form S-4 l{‘fecomes effective. In
rendering such opimion, such counsel shall be entitled fto tely upon certain
representations of officers of Acquiror and the Company resonably requested by
i counsel, including without limitation those contained in cetificates substantially
Sl in the form attached as Exhibits B-1 and B-2; and :

110 Exhibit B-1. Exhibit B-1 is hereby 4mended to read in its
entirety as set forth in Exhibit B-] to this Amcndmenf“;

1.1 Exhibit B-2. Exhibit B-2 is hereby dmended to read in its
entirety as set forth in Exhibit B-2 to this Amendment:

- 2. Ratification of Agreement. The Existing Agicemcnt, as amended by this
Amendment, is hereby ratified, confirmed, and acknowled ged to be and remain in full
force and effect. !

[N
3. Counterparts; Effectiveness. This Amendnent may be signed in any
number of counterparts, each of which shall be an original, with the same effect as if the
signatures thereto and hereto were upon the same instrun&ent. This Amendment shall
become effective when each party hereto shall have receive%d counterparts hereof signed
by all of the other parties hereto. A
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IN WITNESS WHEREOF, the parties hereto have ca\L:sed this Amendment to be
duly executed by their respective authorized ofﬁcers as of tlie day and year first above
written. .

|,‘

LADD F URM[TURE INC.

LA-Z-BOY INCORPORATED
il

i
By‘éﬂlaﬂ_i_j%m
Its Président & Chief Operating

h Officer

LZB ACQUiSITION CORP.

Its Lleasurer

|
U
i
I






